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Eprror’s Note: The author, a Lieutenant Commander 
in the United States Naval Reserve, is an analyst with the 
Navy Price Adjustment Board, Washington, D.C. Prior 
to entering the Navy, Mr. Parkin was associated with 
@ nationally known firm of management engineers. The 
opinions expressed are personal ones and are not to be 
construed as representing the views or policy, official or 
otherwise, of any Government agency. 


ARKETING aspects of some of the 
M ‘problems involved in the rene- 
gotiation of war contracts have been 
obscured somewhat by the complex ac- 
counting and legal considerations which 
are inherent in the renegotiation process. 
It is the purpose of this paper to ap- 
proach these problems from the market- 
ing point of view. Attention will be 
directed to the broad phases of the 
subjects rather than to the details of 
application. 
The main problems of a marketing 


nature are related to some extent, but 
in practice they have been considered 
separately; the approach of this article 
will follow the practice. First, the prob- 
lem of sales segregation is of prime im- 
portance because the amount of business 
subject to renegotiation is a basic factor 
in the renegotiation process. In connec- 
tion with this subject, the allocation of 
costs, particularly advertising, selling 
and administrative costs claim attention. 
Second, the pricing policies pertaining 
to renegotiable sales will be of interest. 
Finally, the broad economic considera- 
tions in connection with the discretion- 
ary power to exempt certain sales from 
renegotiation will be noted. 

Another aspect of renegotiation of 
interest from a marketing point of view 
will be the speed with which final re- 
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negotiation can be accomplished, a prob- 
lem that is related to some extent to 
the general problem of contract settle- 
ment and disposal of surplus materials. 
The time factor in over-all contract 
settlements and_ renegotiation un- 
doubtedly will have considerable bearing 
on postwar marketing plans because 
these plans must take into consideration 
the financial position of a company. 
Renegotiation and termination relation- 
ships are not within the purview of this 
article since the author has commented 
upon them elsewhere." 


SEGREGATION OF SALES 


The Renegotiation Act of 1943 de- 
scribes which types of contracts are 
subject to renegotiations and which 
types of costs and expenses are allow- 
able in computing profits on them. It 
will be obvious that the aggregate sales 
subject to renegotiation and the costs 
applicable thereto will be of basic im- 
portance to both the contractor and the 
government. Consequently, one of the 
first steps in the renegotiation procedure 
involves the segregation of sales subject 
to renegotiation from other sales, if 
any. 

Direct sales, that is, prime contracts 
and purchase orders, made to govern- 
ment departments specified in the re- 
negotiation act can be determined with- 
out a great deal of difficulty.2 These 
sales, unless exempted, are subject to 
renegotiation.® 


1 See Norman C. Parkin, “Development of Renego- 
tiation and Termination Relationships,” The Fournal 
of Accountancy, Vol. LXXVIII, No. 2 (New York: 
American Institute Pub. Co., August, 1944), p. 119. 

* Renegotiation Act of 1943, Sec. 403 (a) (1). The 
departments specified are the War, Navy and Treasury 
Departments, the Maritime Commission, the War 
Shipping Administration, Defense Plant Corporation, 
Metal Reserve Company, Defense Supplies Corporation 
and the Rubber Reserve Company. 

3 Tbid., Sec. 403 (i) (1) provides for the mandatory 
exemption of certain products, while Sec. 403 (i) (4) 


Indirect sales, that is, subcontracts of 
any tier, purchase orders and so forth, 
bring to the fore many complex prob- 
lems because the channels of distribution 
for a given product may be as intricate 
as the industrial fabric of the competi- 
tive enterprise system. Consequently, in 
some cases it has been necessary to use 
general rather than specific methods for 
approximating the amount of business 
subject to renegotiation. 

For the purpose of making a general 
segregation of sales, the following classi- 
fications have proved useful: 

Industry, customer, or customer group. 

Product or group of products. 

End use classification as shown on reports 
to the WPB. 

Division, department or plant, where the 
extent to which each division is devoted to 
business subject to renegotiation can be de- 
termined. 

Periods of the year; this may be necessary 
where the per cent of business subject to re- 
negotiation varies with the period.‘ 


Determination of Basis for Segregation. 
—When sales have been classified gener- 
ally as outlined such sales then may be 
segregated as to renegotiability by ap- 
plying ratios or percentages based upon 
general or specific factors such as: 


The recognized or estimated extent to 
which certain products are being used for 
war purposes as shown by governmental. 
trade association or other reports. 

The recognized or estimated extent to 
which certain industries to which the con- 
tractor sells may be engaged in war business. 

Percentages developed through spot check 





provides for discretionary exemptions of certain con- 
tracts and/or standard commercial articles when com- 
petitive conditions are such as will reasonably protect 
the Government against excessive prices. These exemp- 
tions apply to both direct and indirect sales. 

4 “Renegotiation Regulations” (Washington, D. C.: 
Government Printing Office), 322.4. These regulations 
also are published in the Federal Register which may be 
procured from the Superintendent of Documents, 
U. S, Government Printing Office, Washington, D. C. 
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of the end use of the products for one or 
more months of the year. The selection of the 
month or months should be made only after 
a thorough review of the equity of the choice 
by the Departments and by the contractor. 


The basis selected will depend upon 
the circumstances in a given case. In 
some instances it may be necessary to 
use several methods and check one 
against the other. 

The use of governmental reports has 
provided a useful guide in cases where 
the contractor is using controlled ma- 
terials. It is recognized, of: course, that 
WPB ratings have varied in the degree of 
control exercised depending upon the 
urgency of the situation and that es- 
sential civilian production may have as 
high a rating as certain types of war 
work. Nevertheless, use of these ratings 
is recommended and any material de- 
viations from representations in WPB 
reports must be explained fully.’ Each 
case is considered individually and evi- 
dence as to end use indicated by WPB 
ratings is considered in relation to other 
pertinent factors. 

The complications which may arise in 
determining end use under subcontracts 
can be best understood by considering 
illustrative problems. Ship-containers 
and boxes provide one example. 

During the last ten months of 1943 
the shipping container industry was 
regulated by WPB Preference Rating 
Order No. P-140. This order divides 
boxes into six general categories in ac- 
cordance with the WPB’s opinion of the 
relative importance to the war effort of 
the items packed. All government pur- 
chases, whether prime contracts or any 
tier of subcontract, were assigned AA-1 
or AA-2X ratings; consequently, all re- 
negotiable subcontracts carried one of 
these ratings. It does not follow, how- 


5 Tbid., 322.6. (3). 


ever, that because a purchase contract 
for boxes carried an AA-1 or AA-2X 
priority rating it can be segregated 
automatically as a renegotiable prime or 
subcontract. 

For example, sales under Preference 
Rating Order No. P-140 that presum- 
ably would not be renegotiable would 
include sales falling within the scope 
of Section 403 (i) (1) (F) of the Re- 
negotiation Act of 1943 which provides 
that the section shall not apply to “any 
subcontract, directly or indirectly under 
a contract or subcontract” exempted by 
reason of the mandatory exemptions as 
specified in the statute. Also, sales 
would not be renegotiable if made under 
lend-lease contracts entered into by any 
department or agency of the government 
other than the Departments having re- 
negotiation authority.® 

Further complications are presented 
by paperboard: almost every box manu- 
facturer will have two or more paper- 
board suppliers which makes it difficult 
for the paperboard manufacturer to find 
out to which customer the box manufac- 
turer sold the particular boxes or con- 
tainers made from his paperboard. 

Other examples might be cited. For 
instance, “a textile mill may manu- 
facture yarn, which is sold through a 
sales agent to a jobber, who in turn 
sells to a manufacturer of insulated 
wire. This wire, in turn, may be furnished 
to manufacturers of various types of 
electrical instruments which are sold 
both to civilian consumers and manu- 


6 Renegotiation Regulations 332.3. See also Carmen 
G. Blough “Renegotiation Standards and Practices,” 
Law and Contemporary Problems, Vol. X, No. 2, Sympo- 
sium on War Contract Renegotiation (Durham, N. C.: 
Duke Univ. School of Law, Autumn, 1943), p. 282. 
“Containers and materials used in their manufacture re- 
ceive high ratings [priority] when they are to be used in 
connection with food, but contracts for such foods pur- 
chased by the Department of Agriculture for Lend 
Lease and hence for containers, are not subject to re- 
negotiation.” 
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facturers of war material. A similar prob- 
lem arises in the case of a manufacturer 
of a chemical—like sulphuric acid, which 
has a wide variety of uses, and the 
identity of which is lost in processing.” 

No completely satisfactory basis of 
classification may be possible in some 
instances because of the heterogeneous 
character of the products and the in- 
definiteness of the ultimate use. Business 
men are accustomed, however, to using 
data for which similar classification 
difficulties exist. In fact, most classifica- 
tions of economic data are likely to be 
overlapping and imperfect and it is 
necessary to make reservations when 
using such figures. Nevertheless, such 
data are put to practical use by temper- 
ing the qualifications with business 
judgment. Such an approach is possible 
when attempting to arrive at a reason- 
able answer to the sales segregation 
problem when such difficulties arise. 
The contractor and the renegotiation 
agency may use any approach to the 
problem which may mutually be agree- 
able.® 

It will be perceived quickly that an 
understanding of the channels of dis- 
tribution and the application of market 
research methods could be helpful. 
Tracing down the end use of a product 


7 Major Stephen B. Ives, “Analysis of Contractors’ 
Costs in Statutory Renegotiation,” The Yournal of 
Accountancy, Vol. LXXVI, No. 6 (December, 1943), 
p. 466. 

8 Tbid., p. 466. The author points out that “In order 
to reach a fair answer to segregation the contractor and 
the cost analyst may use any approach to the problem 
which may be mutually agreeable. In the case of large 
companies, or those which have a large number of in- 
dividual sales regardless of amount, it is obviously a 
burdensome and often unnecessary task to analyze each 
invoice as to the end use of the product covered. There- 
fore, a testing and sampling procedure may be used 
covering a selected portion of the year under review. 
However, care must be taken that a representative 
period be chosen, particularly where there is a con- 
siderable variation in sales for war and commercial 
purposes due to conversion to the war effort, cancella- 
tion, cut-backs, or other cause.” 


is not a new problem for trained market 
analysts familiar with the techniques of 
market research. In some cases com- 
panies undergoing renegotiation have 
had their sales organization survey the 
market to determine product end use. 
These determinations usually are ac- 
ceptable to the renegotiation boards 
when the results seem reasonable and it 
is evident that the surveys were made in 
good faith and that due care was exer- 
cised in selecting samples and ascertain- 
ing the true facts. 

Progressive manufacturers may find in 
the experience of tracing war end use of 
their products methods that could be 
applied profitably to postwar activities. 
Many companies have not known the 
final market for their products and it 
may well be that the use of symbols and 
other methods as a means of determining 
the war end use of products will be 
found helpful and practicable in peace- 
time. 

Advertising, Selling and Administrative 
Costs—Allowances for advertising ex- 
penses are based upon deductions al- 
lowed by the Bureau of Internal Revenue 
for tax purposes.® When advertising 
expenditures are examined the relation- 
ship between sales and advertising costs 


® Renegotiation Regulations, 387.1, 2, which reads 
in part as follows: “To be deductible, advertising ex- 
penditures must be ordinary and necessary and bear a 
reasonable relation to the business activities in which 
the enterprise is engaged. The Bureau recognizes that 
advertising is a necessary and legitimate business ex- 
pense so long as it is not carried to an unreasonable ex- 
tent or does not become an attempt to avoid proper tax 
payments. ... 

“In determining whether such expenditures are allow- 
able, cognizance will be taken of (1) the size of the 
business, (2) the amount of prior advertising budgets, 
(3) the public patronage reasonably to be expected in 
the future, (4) the increased cost of the elements enter- 
ing into the total of advertising expenditures, (5) the 
introduction of new products and added lines, and (6) 
buying habits necessitated by war restrictions, by 
priorities, and by the unavailability of many of the raw 
materials formerly fabricated into the advertised 
products....” 
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in the present and past periods is given 
due consideration and a determination 
is made as to whether or not the total 
advertising costs are reasonable and 
proper under the circumstances. 

Institutional advertising designed to 
keep the advertiser’s name or the iden- 
tity of his peacetime products before the 
public ordinarily are allocated between 
renegotiable and non-renegotiable busi- 
ness on a pro rata basis. Product ad- 
vertising specifically offering individual 
products for current sale ordinarily is 
allocable to non-renegotiable business. 
Where a contractor’s normal volume of 
peacetime products has been wholly or 
partly replaced by war products, how- 
ever, an amount of product advertising 
not inconsistent with the past practice 
of the business may be considered as 
essentially institutional advertising and 
allocated on the same basis. 

In the matter of selling and adminis- 
trative expenses careful consideration is 
given to the character of the business 
and to the expenses actually chargeable 
direct to government business. In the 
case of prime contractors, particularly, 
selling expense should not be large. 
Even in the case of subcontractors, 
branch offices may not be concerned to 
any great extent with renegotiable busi- 
ness, and other expenses arising from 
most sales effort may be unrelated to 
war contracts. 

The renegotiation act states that the 
costs allowable in renegotiation are to 
be determined in accordance with the 
method of cost accounting regularly em- 
ployed by the contractor. But if no 
method of cost accounting is employed, 
or if the method employed does not in 
the opinion of the renegotiation board 
properly reflect costs, the costs are to 
be determined in accordance with such 
method as will, in the opinion of the 
cognizant board, properly reflect costs. 


This broad power is limited, however, 
by a provision which directs the boards 
to allow all items estimated to be allow- 
able as deductions and exclusions under 
the Internal Revenue Code.!° 

Each major item of selling and general 
expense is allocated in accordance with 
the most equitable method in view of 
the particular situation." In view of the 
administrative necessity for arriving 
quickly at reasonable cost allocations 
that were acceptable to all concerned it 
is not surprising that comparatively 
simple procedures for allocating selling 
and administrative expenses have been 
used wherever possible. For example, 
under certain circumstances the relation- 
ship of renegotiable sales to total sales, 
or the ratio of the cost of renegotiable 
sales to total cost of sales might be used 
as an allocation guide even though both 
methods have recognized limitations. 
Despite the limitations, such methods 
have the advantage of being understood 
readily and therefore are less likely to 
provoke discussion than would the in- 
troduction of more complicated or new 
procedures. 

Comprehensive studies of selling, ad- 
ministrative and general expenses have 
proven the soundness of the policy of 
considering each case on its merits. 
Table I will indicate the nature of the 
problem of evaluating these expenses in 
one industry. This particular industry 
was selected for illustrative purposes be- 
cause all the units fabricate and sell to 
other manufacturers a similar line of 
heavy producers goods and are reason- 
ably comparable from an _ operating 
standpoint. Also data are available to 
compare the fabricators with inde- 

10 Revenue Act of 1943, Sec. 403 (a) (4) (B). 

1 Contractor's Information and Worksheet for Re- 
negotiation, “Instructions for Preparation of Exhibits” 
(Government Printing Office, Budget Bureau No. 49- 


R173, 1944), p- 4. See instructions pertaining to Exhibit 
I, lines 2, 4, § and 8. 
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pendent distributors who specialize in 
handling orders the size of which do not 
warrant direct shipments. 

It will be noted that the weighted 
average expense ratios show an incon- 
sistent tendency to be lower as volume 
increases but that the ranges are wide 
within each dollar volume group. Other 
studies indicate that the inconsistency is 
less likely to occur when a greater num- 
ber of cases can be included in each 


group. 


manufacturing overhead whereas an- 
other company may lump the entire sum 
under administrative and general ex- 
pense. In any event it will be evident 
that generalizations based on such ratios 
might be quite misleading and that pru- 
dent judgment could not be exercised 
without examination of the circum- 
stances in each case. 

As would be expected in a war econ- 
omy where production is of funda- 
mental importance the emphasis on cost 
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* Only one company. 


The wide variations will not surprise 
those familiar with corporate policies and 
accounting practices with respect to the 
expenditures under consideration. For 
example, a closely held company man- 
aged directly by its stockholders may 
choose to distribute profits through ex- 
ecutive salaries rather than dividends in 
order to effect tax savings whereas a 
company the stock of which is more 
widely distributed may pay competitive 
management salaries and distribute the 
profits through dividends. Also, the ra- 
tios might be distorted by different 
methods as to distribution of adminis- 
trative expense; one company may 
charge a portion of such costs in the 


control has been directed primarily to 
manufacturing costs rather than dis- 
tribution costs. In the postwar period it 
seems reasonable to expect that greater 
attention will be directed toward dis- 
tribution costs. Marketing men and the 
accounting and engineering professions 
already have recognized the challenge.” 


Pricinc Poticies 


Before discussing pricing policies it is 
essential that the basic philosophy un- 
derlying the renegotiation act be under- 

12 See Fenton B. Turck and William E. Hill, “The 
Engineering Need of Accounting in Distribution,” The 
Journal of Accountancy, Vol. LXVIII, No. 1 (July, 
1944), P. 27. 





THE JOURNAL OF MARKETING 


213 





stood. In essence, the law is based upon 
the conception that in many, if not most, 
instances prices for war materials can 
best be determined after production is 
under way or completed. Each case is 
considered individually and the exist- 
ence, or nonexistence, of unduly high 
prices as evidenced by excessive profits is 
determined after examination of all the 
facts and circumstances pertinent to a 
given case. Prices are reduced through 
the elimination of excessive profits. In 
effect, profit refunds are retroactive price 
reductions. In order that the intent of 
Congress as expressed in the Revenue 
Act will not be nullified, profits are de- 
termined defore taxes; the refund is a de- 
duction from both sales and profits." 

The price adjustment boards have, as 
a matter of administrative procedure, 
given due weight to the pricing policies 
of companies under renegotiation re- 
view.“ The Renegotiation Act df 1943, 
however, specifically incorporated cer- 
tain factors to be taken into considera- 
tion when determining excessive profits 
which, in effect, made a matter of law 
what had previously been left to ad- 
ministrative decision. For example, the 
law directs the boards to consider “the 
extent of risk assumed, including risks 
incidental to reasonable pricing poli- 
cies,”"45 

The War Contracts Price Adjustment 
Board has recognized that sound pricing 
in many instances was difficult or im- 
possible under the complications of such 
a vast and diversified volume of pur- 
chasing in. terms of individual con- 
tracts.!® It has been recognized also that 


3 Renegotiation Regulations, 403.1. 

14 See “Purposes, Principles, Policies and Interpreta- 
tions,” Foint Statement by the War, Navy and Treasury 
Departments and the Maritime Commission (Washing- 
ton, D. C.: Government Printing Office, March, 1943), 
p. 8. 

% Renegotiation Act of 1943, Sec. 403 (a) (4) (A) (iv). 

6 Renegotiation Regulations 402.1 (2). 


a contractor whose pricing policy results 
in comparatively reasonable profits is 
entitled to more favorable treatment 
than a contractor whose pricing policy 
results in a large amount of unreason- 
able profits unless this is attributable to 
reduced costs rather than overpricing. 

Evaluation of a contractor’s pricing 
policy is not a mechanical procedure. 
Price comparisons usually are made in 
relation to the conditions of production 
as well as with prices charged by other 
manufacturers. The most effective price 
comparison is one which compares the 
price changes of one contractor with 
those of another for the same or similar 
items. Even though prices are at dif- 
ferent levels it generally can be assumed 
that price trends should be approxi- 
mately the same if productive factors 
and rate of production are comparable. 

The symposium on War Contract Re- 
negotiation points out “The fact that 
price changes of one company are wholly 
dissimilar to those of a number of other 
companies may suggest inspection of the 
majority rather than the one. Thus, prices 
on the following page were paid to a num- 
ber of producers of one standard item. 

“The sharp reduction in the price of 
Company 1 (from $5.00 to $2.50), which 
started with a lower price, makes the 
prices of the other seven subject to ques- 
tion. The March, 1943, prices reflect 
such a wide range that differences in 
contractual and production circum- 
stances would be examined.”!” 


17 See Glen A. Lloyd “Pricing in War Contracts,” 
Law and Contemporary Problems, pp. 241, 242. “The 
comparison of price movements does not require identi- 
cal price factors. Therefore, it has been found that this 
method may be used for several non-identical items 
which are influenced by similar circumstances. Thus, a 
.50 caliber machine gun and a .30 caliber machine gun 
require similar materials and processes even though their 
production costs are not readily comparable. Therefore, 
a downward price movement for a .50 caliber gun would 
cast some doubt on the justification of increasing the 
price for a .30 caliber gun.” 





214 


THE JOURNAL OF MARKETING 





Company i May Sept. Nov. 


March 1943 





on Ant WS DH 


The War Contracts Price Adjustment 
Board has taken the position that the 
contractor whose pricing policy results 
in comparatively reasonable original 
profit margins on renegotiable business 
from the original billing prices should 
receive more favorable consideration 
than a contractor whose pricing policy 
results in substantially excessive profits. 
The contractor who maintains low costs 
and only a reasonable margin of profit 
is subject to the risks normally incident 
to the performance of a fixed-price con- 
tract secured under competitive condi- 
tions. The contractor who overprices 
usually has taken few, if any, such 
risks. In the latter case, the Board has 
stated that the profit margin of the 
contractor should be adjusted in the 
direction of the fee that might-have 
been allowed under a cost-plus-a-fixed- 
fee contract for the production of similar 
articles. 

Many contractors now have had suf- 
ficient experience in the production of 
war materials so as to eliminate or re- 
duce the risks that may have justified 
wide margins when the contracts were 
made. Accordingly, the renegotiation 
agencies have been directed to empha- 
size pricing policy by giving less favor- 
able consideration to contractors who 
have not followed a reasonably close 
pricing policy. The record of the con- 
tractor in reducing prices to reflect re- 
ductions in costs and to avoid the ac- 
cumulation of excessive profits during 
the fiscal year being renegotiated should 
be taken into account. Voluntary re- 


$3. 
6.00 6.50 6.50 6.00 
6.50 7.00 6.50 
7-30 7.30 6.50 
6.37 6.87 6.87 


85 $4.35 $4.10 $2.50 


7.25 7.25 6.25 


6.50 7.00 6.50 
7.25 7-75 7-75 6.50 


funds establishing a lower profit margin 
for the fiscal year are significant only 
when the refunds have the effect of con- 
sistently adjusting prices and profits 
throughout the period. Moreover, the 
Board has stated that a contractor’s 
record in complying with price reduction 
commitments made in a prior renegotia- 
tion agreement should be given sub- 
stantial weight.'® 

The emphasis which has been placed 
on forward pricing clauses has raised 
some perplexing administrative prob- 
lems. Lloyd noted that “the types of for- 
ward pricing clauses included in renego- 
tiation agreements vary considerably de- 
pending upon the circumstances... 
and the problems of administering these 
various clauses has been a difficult one. 
... The most difficult cases arise in 
connection with a sub-contractor, since 
such a contractor has no direct con- 
nection with any branch of the Govern- 
ment except the Price Adjustment Board 
to which it was assigned for renegotia- 
tion. 

“While the recapture of excessive 
profits lends itself to the over-all ap- 
proach, the adjustment in prices must 
ultimately occur on individual contracts. 
In some instances the contractor has 
prime contracts with several Govern- 
ment agencies and in addition has 
numerous subcontracts. The more scat- 
tered the business of a given contractor, 
the harder the administrative problem 
becomes. No one administrative ap- 
proach has been found wholly ade- 

18 Renegotiation Regulations, 413.2, 3. 
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quate.’ In some cases the price ad- 
justment board which conducted the 
renegotiation has ascertained at the right 
time what the contractor had done by 
way of complying with his covenants. 
In other cases the forward pricing clauses 
were referred to the appropriate con- 
tracting officers for administration. The 
Revenue Act of 1943 provides for com- 
pulsory repricing of contracts with re- 
spect to future deliveries when neces- 
sary; this is separately administered and 
is not by statute an obligatory part of 
renegotiation.”° 

The renegotiation boards have re- 
tained permissive authority, however, 
to include a forward pricing clause in 
the renegotiation agreement. In cases 
where there is a determination of exces- 
sive profits and it appears that excessive 
profits may be realized in the future from 
current prices, an attempt is made to 
include in the renegotiation agreement a 
provision for reduction of prices on 
future deliveries. If the contractor is 
unwilling to adjust future prices, his 
failure to do so will be taken into con- 
sideration in the next renegotiation pro- 
ceedings. Furthermore, a report is made 
to the procurement officials having au- 
thority to compel repricing. 

The reduction of excessive prices for 
future deliveries is especially vital to 
the cost of the war production program. 
A contractor maintaining a high margin 
of profit, but refunding part of these 
profits at the time of renegotiation will 
not have the same need to control or 
curtail costs as a contractor who i 
operating with a reasonable current mar- 
gin of profit. 

EXEMPTIONS 


The mandatory exemptions specified 
in the renegotiation act and the dis- 
9 “Pricing in War Contracts,” Op. cit., p. 260. 


See The Revenue Act of 1943, Title VIII, Sec. 
8o1 (b). 


cretionary power to make discretionary 
exemptions have been noted.” It was 
pointed out that law provides that dis- 
cretionary exemptions can only be made 
where competitive conditions had been 
such as would reasonably protect the 
Government against excessive prices. 
The War Contracts Price Adjustment 
Board has ruled that exemption petitions 
will be granted on “the basis of broad 
national conditions and considerations 
and after complete research and develop- 
ment of the factual and legal questions 
involved.” 

The prime test as to whether or not 
competitive conditions are such as to 
protect the Government against exces- 
sive prices rests upon a finding as to 
whether or not a significant segment of 
an industry appears to be making an 
excessive profit.4 This test requires an 
examination of the profit history of the 
industry in relation to current and pro- 
jected economic conditions and procure- 
ment programs. Also the effect of 
governmental price control regulations 
and production limitation measures are 
given due consideration. This approach 
involves the use of analytical techniques 
similar in some respects to those used in 
marketing research. 


PostTwAaR OpporTUNITIES 


High wartime earnings, despite the 
impact of taxes and renegotiation, are 
reflected in a comparatively fluid work- 
ing capital position for most companies.™ 
The generally favorable working capital 
position unquestionably will be of vital 
significance in postwar plans to cultivate 
beckoning markets. Recognition of the 
desirability of sound pricing policies as 

2 Footnote 3, above. 

2 Renegotiation Regulations, 354.2 (2). 

War Contracts Price Adjustment Board (Press 
Release, May 12, 1944). 


% See The Outlook, Vol. XVI, No. 35 (New York: 
Standard & Poor’s Corp.), p. 566. 
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well as the urgent need to achieve maxi- 
mum distribution at the lowest practica- 
able distribution costs consistent with 
the circumstances in each case and the 
nation’s political economy provide a real 
test for the talents of marketing ex- 
ecutives. The attention which the re- 
negotiation process has directed toward 
sound pricing policies as well as the task 
of determining product end use and the 
cost allocable thereto may well provide 
experience that will prove of value in 
solving peacetime marketing problems. 
Moreover there will be a wide field 
of investigation open to those interested 
in the broad phases of the operation of 
the economic system. Dr. T. H. Sanders, 
who formerly represented WPB on the 
respective price adjustment boards, has 
pointed out that “... the departments 
are not primarily concerned with theories 


of fair profits. They are fighting a war, 
and their concern is to procure the ma- 
terials of war at prices which will not 
include profits as will shock the public 
mind. After the war is won, there will 
be time to write doctoral theses on what 
the allowed rates of profit should have 
been, and ample material on which to 
work.’ Such studies undoubtedly wou'd 
help to crystallize thinking on distribu- 
tion costs. This is essential because 


marketing problems usually are complex 
and have wide ramifications which make 
it important that every viewpoint be 
considered for it is primarily through an 
exchange of ideas and experience that 
solutions may be found. 


*% T. H. Sanders, “‘Renegotiation of Contract Prices,” 
Harvard Business Review, Vol. XX1, No. 2 (New York: 
McGraw-Hill, Winter, 1943), p. 168. 





THE HARING INDEXES OF LOCAL 
BUSINESS CONDITIONS 


CHESTER E. HARING 


Committee for Economic Development 


Eprror’s Note: Mr. Haring is director of Marketing 
research for C.E.D. His work on the Haring Index re- 
sulted in his receiving the Medal Award for Research in 
the 1941 Annual Advertising Awards. 


HERE ARE two Haring Indexes of 

Local Business Conditions. They 
differ in only one respect—the use of dif- 
ferent bases. The original Haring Index 
uses a moving base with the base (100) 
for each month being the same month 
of the preceding year. The second Haring 
Index, which is called the Long Term 
Haring Index, uses a more conventional 
fixed base—the monthly average for the 
five-year period 1935-1939. 

The two Haring Indexes differ far 
more from other indexes of business con- 
ditions than they do from each other. 
Practically all other indexes of business 
conditions are based on selected factors 
of physical production of goods and the 
movement of goods as expressed by car 
loadings. Probably the most widely used 
of these indexes is the Federal Reserve 
Board’s Index of Industrial Production 
which is based on 85 series of industrial 
production items. Business Week and 
the New York Times base their indexes 
also on physical production each using 
about half a dozen series. Each also 
adds the car loadings factor. The war 
has necessitated the revision of all of 
these indexes, because the War Pro- 
duction Board’s orders absolutely 
stopped production of so many items. 


Tue Harinco InDEx 


Based on one factor only: The Haring 
Index alone has not undergone any re- 
vision because of the advent of war. 


This is because the Haring Index is not 
based upon physical production or the 
movement of goods, but upon the end 
result of these factors and many others. 
In short, the Haring Index is based on 
the single factor of Bank Debits, which 
is simply the sum total of all the checks 
cashed by all the banks in each com- 
munity in one month. Financial econo- 
mists and many others agree that more 
than go per cent of all business transac- 
tions in this country are made by means 
of checks. The use of this factor gives the 
Haring Index a great advantage since 
practically all transactions in all lines 
of business, both large and small, are 
finally translated into bank debits. 

Furthermore, the vast majority of all 
personal transactions also appear ul- 
timately in bank debits. In other words, 
bank debits are the end result of nearly 
all business and personal transactions in 
this country, and therefore an index of 
business conditions based on bank debits 
starts on a fundamentally sound and 
complete base. 

Speed and accuracy: Anyone starting 
to compile an index of business condi- 
tions must give consideration to the 
sources of his data. Both time and ac- 
curacy must be considered. Here again 
is an advantage for the Haring Index. 
Everyone knows that at the end of each 
day every banker knows the total of the 
checks his bank has cashed on that day. 
You might, naturally, think that since 
the data on bank debits are collected 
and released through the Federal Re- 
serve Bank they would include only 
members of the Federal Reserve Sys- 
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tem. But this is not the case. For the 
most part debits are collected through 
the local clearing house associations and 
include the debits of all banks, members 
and non-members, of the Federal Re- 
serve System. 

In addition, I know of no business 
data which are collected and assembled 
nationally with greater speed. The debits 
of all banks in 333 communities are 
collected and assembled each month and 
released in Washington on the tenth 
of the following month. Accuracy need 
hardly be mentioned, for everyone knows 
that each bank knows not approxi- 
mately the amount of checks it has 
cashed each day but definitely, down to 
the exact penny. I doubt if this can be 
said of any other series of business data 
currently collected in this country on a 
national basis. 

The only local conditions index: Every 
sales manager knows that the problem he 
faces each day is not one national prob- 
lem, but a national problem made up of 
numerous local and sectional problems, 
each differing from the others to some 
degree. Most business men also recog- 
nize that both periods of prosperity and 
periods of depression do not fall equally 
on all sections of the country. Therefore, 
perhaps the greatest advantage of the 
Haring Index is that it covers Jocal 
business conditions. The Haring Index 
does this for 442 different communities, 
(including some not reported by the 
Federal Reserve Board) and the Long 
Term Haring Index for 274 communities. 

The Haring Index is compiled by 
States, sections, city sizes, and Federal 
Reserve Districts. In addition, special 
indexes are compiled for individual 
manufacturers for each of their own 
territorial sales districts. These special 
indexes enable the subscribing sales 
manager to know each month whether 


the good or bad results in each of his 


Taste I. InpExes oF Business ConpDITIONsS 


























Busi- 
Month Haring aa = Y. ness 
eserve| Times | yy, 
January, 1937 108 116 104 110 
February 106 118 105 110 
March 122 120 107 111 
April 115 120 107 III 
May 114 121 108 112 
June 106 119 107 112 
July 109 120 108 112 
August 108 119 109 III 
September 105 115 107 110 
October 99 107 99 110 
November 99 96 89 108 
December go 87 85 105 
January, 1938 87 85 84 103 
February 84 84 83 100 
March 81 84 84 99 
April 83 82 81 98 
May 83 81 81 97 
June 86 81 81 96 
July 83 86 84 98 
August 87 go 88 98 
September go 93 89 99 
October 9g! 96 92 Iol 
November 94 100 95 110 
December 107 101 96 112 








sales districts are due to the efforts of 
his men or in spite of them. No other 
index of business conditions has this 
local feature. The nearest approach is the 
monthly report of Business Week which 
gives its index for each of the 12 Federal 
Reserve Districts. 

Judging business indexes: The best 
evidence as to how a business index will 
act in the future is how it has acted in 
the past; for we may reasonably expect it 
to act similarly in the future. It will be 
recalled that 1938 was a depression year 
following one in which most businesses 
were active and many actually prosper- 
ous. One sales manager told the author 
that 1937 was so active that his company 
planned on a $5 per cent increase in pro- 
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duction for the following year. ““We had 
no warning of what was coming,” he 
said, “‘and we nearly lost our shirts.”’ So 
1937-38 appears a good period for judg- 
ing the performance of the Haring Index 
and some other indexes of business con- 
ditions. 

Table I and Chart A give the Haring 
Index, the Federal Reserve Index, the 
Business Week Index, and the New 


York Times index for each month of 
1937 and 1938. (The last is a weekly in- 
dex and the figures given are the aver- 
ages for each month. Business Week also 
is weekly but it releases its own monthly 
index.) In general all four of these in- 
dexes show the same trend; but note that 
the Haring Index declines many months 
ahead of the others. This is natural for 
two reasons. First, bank debits reflect 
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Tasie II. Comparison or InpDExEs For ELecrric REFRIGERATOR AND NEw PASSENGER 
Car Sates Witn Harino Inpex, sy SraTEs For 1938 
(Base: Each state 1937 = 100) 








Area 


New Car 
Sales 


Electric 


Haring 
Index 


Area 


New Car 
Sales 


Electric 


Refrig. 


Refrig. 








Unirep SrateEs - 


New England 
Maine 

New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 


Middle Atlantic 
New York 
New Jersey 
Pennsylvania 


East No. Central 
Ohio 

Indiana 

Illinois 
Michigan 
Wisconsin 


West No. Central 
Minnesota 

Iowa 

Missouri 

North Dakota 
South Dakota 
Nebraska 
Kansas 


Dist. of Col. 64 80 
Virginia 62 1 
West Virginia 46 42 
North Carolina 61 47 
South Carolina 58 41 
Georgia 52 39 
Florida 60 60 


East So. Central $7 48 
Kentucky 55 48 
Tennessee 59 49 
Alabama 56 43 
Mississippi 60 54 


West So. Central 69 63 
Arkansas 62 54 
Louisiana 74 
Oklahoma 60 
Texas 62 


Mountain 50 
Montana 38 
Idaho 47 
Wyoming 52 
Colorado 62 
New Mexico 49 
Arizona 35 
Utah 55 
Nevada 49 


Pacific 62 


South Atlantic 
Delaware 
Maryland 


92 
98 
89 


Washington 
Oregon 
California 


60 
56 
63 


























declining physical production and move- 
ment of goods sooner than do actual 
production figures and car loadings. 
And, in addition, there is a greater time 
lag in reporting these things than in 
reporting bank debits. Second, the base 
used is reflected in all of these indexes. 
The Haring Index alone uses the same 
month of the preceding year and mathe- 
matically this makes it more sensitive 
than a 1935-39 base or a computed 
normal. 

Haring Index applied to two industries: 
Probably it is not generally known, but 


it is a fact that the distribution of the 
sales of mechanical refrigerators paral- 
lels very closely the distribution of new 
car sales. This is true down even to 
counties. In Ohio the coefficient of cor- 
relation between mechanical refrigera- 
tors and new cars sold in 1939 is .991, 
in lowa it is .966, and in Massachusetts 
.986—perfect correlation according to 
the Karl Pearson formula being ex- 
pressed by 1.000. 

Because of this close correlation, an 
index of the sales of mechanical re- 
frigerators by states for 1938—a de- 
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pression year—was compiled. The base 
(100) for each state was the sales of 
mechanical refrigerators in that state in 
1937. These data were obtained from the 
reports of the National Electric Manu- 
facturers Association. Similarly, an index 
of new car sales for 1938 was compiled 
from data obtained through the cour- 
tesy of R. L. Polk & Company. These 
indexes for mechanical refrigerators and 
new cars, together with the Haring In- 
dex by states for 1938 are given in Table 
II. A little careful study of this table 
should convince anyone of the accuracy 
of the Haring Index to show where 
opportunities exist as a result of better 
than average business conditions. 

In studying this table note that 
Michigan has the lowest Haring Index 
of all the states—so low that neither in- 
dustry was able to make much headway 
in its selling—a clear proof of no market 
or opportunity as was indicated month 
by month by the Haring Index. You 
will also note in this table that in certain 
states one industry or the other did some- 
what badly while the Haring Index in- 
dicates opportunity which was realized 
by the other industry. 

Seasonal variation: Every business 
man knows that there are definite sea- 
sonal trends in his business. If he is a re- 
tailer he knows that Christmas brings 
increased sales. If his business depends 
upon agriculture he knows that when 
the harvest season arrives it brings in- 
creased business. If he is a manufacturer 
of mechanical refrigerators he knows, or 
should know, that the best month for 
sales to wholesalers and distributors is 
April, but that this varies in different 
States. 

Even though he knows about seasonal 
fluctuations in his own business, he 
probably has not related them to the 
several indexes of business conditions, 
most of which are labeled “Adjusted” — 


which usually means ‘“‘Adjusted for sea- 
sonal variation.” And not knowing or 
not thinking of these things, he little 
realizes he is being unfair to his own 


-business when he compares his own 


progress with the adjusted Federal Re- 
serve Index, for example. 

These are technical and statistical 
difficulties which hinder exact and care- 
ful use of most indexes of business 
conditions. They are entirely lacking in 
the Haring Index. This is because each 
month is always compared with the same 
month of the preceding year. Obviously, 
when you compare December of this 
year with December of last year you 
entirely eliminate all seasonal tendencies. 

In other words, the Haring Index al- 
ways compares like with like. It was de- 
liberately designed in this fashion in an 
effort to obtain an index which could be 
easily understood and used not only by 
the General Motors and General Elec- 
trics of the country which have many 
well trained statisticians, but also for 
practical use by the corner grocer or 
druggist. And for 442 communities the 
Haring Index gives /oca/ business condi- 
tions each month. For places outside 
these 442, it provides the same informa- 
tion for states, geographical sections, city 
sizes, Federal Reserve Districts and in- 
dividual sales territories for subscribing 
manufacturers. All the corner grocer 
needs to do is figure the per cent his sales 
for this month are of those for the same 
month last year, and he has an index 
directly comparable with the /oca/ Har- 
ing Index. 

Possibly this is a good place to men- 
tion that in 1939, 333 of those 442 com- 
munities covered by the Haring Index 
did 53.8 per cent of the total retail 
business of the country, amounting to 
$42,041,790,000 as reported for that year 
by the Census of Distribution. 

New York index not a local index: A\- 





222 


THE JOURNAL OF MARKETING 





though an index for New York City is 
computed each month on the same basis 
as the indexes for other cities, the New 
York City index cannot be considered 
as an index of /oca/ business conditions. 
The reason is that New York is the 
financial capital of the country—perhaps 
of the world at this moment—and its 
debits reflect far more than local ac- 
tivity. They contain many large items 
due to financing, stock market transac- 
tions, dividend payments, foreign gov- 
ernment purchasing, and so on. This is 
at once evident when we note that in 
1943, New York City bank debits com- 
prised 37.4 per cent of the United States 
total. Thus the New York City index is 
far more an index of national financial 
activity than it is an index of local 
business activity. 

To a lesser degree the indexes for some 
state capitals probably reflect state 
funds and may, therefore, be questioned 
at times. Particularly is this true of Al- 
bany because the New York State 
budget runs into such large amounts. 
As a matter of fact, bank debits for near- 
ly all cities must be watched carefully 
at all times because at any time in 
almost any city some single item may 
upset the local index. 

Probably the best example of this oc- 
curred in 1935 in Houston. The Yount- 
Lee Oil Company of that city was sold 
to the Standard Oil Company of In- 
diana and the transaction was com- 
pleted when a check for $46,000,000 
passed through a Houston bank. Since 
Houston bank debits at that time 
amounted to about $150,000,000 per 
month, it is easy to see how the Houston 
index would have been upset as a result, 
had this item not been detected. By 
using a 3-month moving average in the 
Haring Index rather than the actual 
monthly debits, effects of unusual items 
in bank debits are reduced. 


THE Lonc Term Harinc InDEx 

Different purpose—different base: The 
Long Term Haring Index was devised 
for an entirely different purpose than was 
the Haring Index and, therefore, a dif- 
ferent base is employed in its compila- 
tion. It should be evident that, since 
the Haring Index uses as its base the 
same months of the preceding year, it 
does not readily give a clear picture of 
the progress of a given community. In 
other words, when you see Cleveland, 
for instance, with an index of 110 for 
May, 1944, you merely know that, in 
May, Cleveland business was Io per cent 
more active than a year ago. As has been 
pointed out above, this simple fact is 
highly important to any local business 
and also to any national business as a 
check on its operations in Cleveland. 
And in each use direct comparisons may 
be made easily with the individual com- 
pany’s own sales figures. However, in 
studying local markets after the war, 
it is necessary in many cases to trace the 
progress of a city before and during the 
war. While this may be done from the 
Haring Index, it can be seen more clearly 
and quickly by using the Long Term 
Haring Index. That is why the latter 
was compiled. 

For the Long Term Haring Index the 
same basic material is used—Bank 
Debits—but the base is the monthly 
average for the five-year period, 1935- 
1939. This is the same period which is 
used as a fixed base by many other in- 
dexes printed in the Survey of Current 
Business and, therefore, they may be 
compared directly with the Long Term 
Haring Index. 

Seasonal adjustment required: While 
the method of compiling the Haring 
Index eliminates entirely all considera- 
tion of the seasonal factor, the Long 
Term Haring Index is adjusted for sea- 
sonal variation. 
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This was a long and tedious statistical 
operation because the seasonal factor is 
different in each community. The total 
bank debits for each community for the 
s-year period was divided by five to get 
the annual average for that community. 
This annual average was then divided 
by 365 which gave the average daily 
bank debits during the 5-year period. 
Multiplying these average daily debits 
by the number of days in each month 


Taste III. Lonc Term Harinco InDEx ror 
Turee Cities, 1935-1943 








Evans- 
ville 


Terre 


Year Haute 





1935 87 76 79 
1936 102 103 go 
1937 109 117 103 
1938 , 93 95 105 
1939 110 109 128 
1940 124 123 110 
1941 145 154 126 
1942 171 198 1$7 
1943 172 323 240 














resulted in average monthly debits, and 
comparing this with actual reported 
debits produced an adjustment factor. 
Of course, greater accuracy would have 
been obtained had the number of busi- 
ness days been used rather than total 
days (365), but in the end the resulting 
seasonal factor would not have differed 
greatly from that obtained by the short- 
er method. 

The Board of Governors of the Fed- 
eral Reserve System began its collection 
of bank debit data in 1919 with collec- 
tions from 141 cities. This number of 
cities has been increased from time to 
time as the value of those data became 
apparent and, at the present time, in- 
cludes 442 cities. (In the Haring Index 
Texarkana, Texas is combined with 
Texarkana, Arkansas—as it should be 
for marketing.) But from 1935 to 1939 
only 362 cities were included, and there- 


fore the Long Term Haring Index prob- 
ably always can include only those 362 
cities. 

The Index for three cities: Table III 
shows the Long Term Haring Index for a 
longer period for three separate cities. 
These cities are near each other geo- 
graphically but they had very different 
war histories. Evansville is typical of 
many war boom cities whose pre-war 
manufacturing was largely in the metal 
working trades and which resulted in 
large orders from the War Production 
Board. Terre Haute, on the other hand, 
had almost no metal working industries 
before the war and its war time pros- 
perity was largely a result of the erec- 
tion of two large ordnance plants near- 
by. This was primarily a construction 
boom for one of these plants never got 
into ordnance production and both were 
closed late in 1943. Owensboro had no 
war production boom such as many 
other cities enjoyed. As a matter of fact, 
it has never been greatly affected by 
national periods of depression or pros- 
perity. It has one large radio tube manu- 
facturer and several whiskey distillers. 
The effect of the war on these three quite 
different cities is clearly shown in the 
table. 

It should not be overlooked, if you 
compare an individual business with the 
Long Term Haring Index, that it is first 
necessary to eliminate the seasonal factor 
from the figures of that business for 
otherwise true comparisons cannot be 
made. 


ComMPARISON OF Two HARING 
INDEXES 


Although they use the same basic 
data, the two Haring Indexes do not 
show the same trend over long periods. 
Their differences are the result of the 
differences in the two methods of com- 
pilation and, as pointed out above, the 
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Tasie IV. Comparison or Harino Inpex Witn Lono Term Harino Invex, 
By Monts, 1940-1944 














1940 1941 1942 1943 1944 
Month Long Long Long Long Long 
. Haring | Term | Haring | Term | Haring | Term | Haring | Term | Haring \ Term 
Index | Haring | Index | Haring | Index | Haring | Index | Haring | Index | Haring 
Index Index Index Index Index 
Jan. III 143 113 149 121 155 115 174 117 257 
Feb. 114 130 112 135 121 141 114 167 120 258 
Mar. 107 139 120 155 118 158 118 197 120 264 
Apr. 114 136 119 153 115 151 128 215 109 257 
May 112 146 121 163 114 161 127 190 105 252 
June 102 129 131 158 114 156 126 189 108 277 
July 109 139 128 163 115 166 119 201 113 254 
Aug. 105 140 131 171 115 175 122 206 113 264 
Sept. 99 132 133 162 117 143 124 231 102 252 
Oct. 112 145 128 171 117 174 120 193 102 
Nov. 112 144 120 160 118 162 120 194 
Dec. 108 148 128 171 115 173 113 Ig! 



































methods differ because of their dif- 
ferent objectives. 

Table IV shows the two Haring In- 
dexes for the United States by months 
from 1940 to date. 


SUMMARY 


Both Haring Indexes are based upon 
the single factor of Bank Debits, which 
is merely the total of all checks cashed 
in one month by all the banks in 442 
different communities. Therefore, the 
basis is the end result of practically all 
business and personal transactions. Since 
other indexes of business conditions are 
based on a selected list of production 
series, this gives the Haring Indexes a 
much broader base. The troublesome 
seasonal factor is entirely eliminated from 
the Haring Index since it is computed 
each month against a base which is the 
same month of the preceding year. The 
Long Term Haring Index uses the more 
conventional base—the monthly average 
1935-39, and is seasonally adjusted. 


Since Bank Debits are collected and 
released by the Federal Reserve System 
by cities, the Haring Indexes (except for 
New York City and possibly a few 
other state capital cities) are indexes of 
local business activity and are compiled 
by cities, states, geographic sections, 
sales territories and size of cities. This 
local factor is important because our 
country is so large and conditions vary so 
much in different sections and states, 
that it is no longer sufficient for most 
business men, particularly sales man- 
agers, simply to know conditions in the 
country as a whole. This has been im- 
portant in the past, but will be far more 
so in the postwar years of greater com- 
petition. 

Because of the great simplicity of the 
method of compiling the Haring Index, 
it is easily understood by the smallest 
business man who can easily compute 4 
similar index for his own business and 
compare it directly with the Haring In- 
dex for his community. 
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SOME MAJOR RECENT MARKET CHANGES 


EVERETT R. SMITH and CLAIRE HIMMEL 
Macfadden Publications, Inc. 


Eprror’s Note: Mr. Smith, who is Director of 
Research, Macfadden Publications, Inc., is Chairman of a 
C.E.D. sub-committee on Market Changes, which has 
as its objective to find out where we come from, where we 
are now, and how we arrived here. Other members of the 
subcommittee are: Robert T. Browne, Director of Market- 
ing, Pillsbury Flour Mills Co.; Walter Crowder, Chief, 
Distribution Section, Department of Commerce; and 
W. W. Grant, Marketing Director, Appliance Division, 
Westinghouse Electric &@ Manufacturing Co., with Miss 
Claire Himmel, Research Analyst, Macfadden Publica- 
tions, Inc., as an assistant. To aid industry to plan for 
high levels of postwar employment, which is C.E.D.’s 
goal, the sub-committee has in preparation an analysis of 
the more important specific phases of market changes. The 
Editors of the JouRNAL asked Mr. Smith to prepare this 
article as a summary of the most important market changes 
detailed in the work of the committee. 


VERYONE recognizes that great 
EB changes have occurred in the mar- 
kets of the United States in the past three 
years. We also recognize the improba- 
bility that present marketing conditions 
will exist after the war. Consequently, 
marketing policies and practices must be 
adjusted to a constant stream of market 
changes. 

To aid marketing in making these ad- 
justments, it is important that market- 
ing men know where we came from, 
where we are now, and how we arrived 
where we are. With this information as 
a backdrop, they can then apply their 
judgement as to the path which may be 
taken in the future; for only with com- 
plete and sound information of trends 
and present conditions can they evaluate 
the effects of these changes, attempt to 
determine the permanence of these ef- 
fects, and estimate what the future 
modifying factors may be. 

In the paragraphs which follow, we 
summarize this background information 
as it relates to income changes, popula- 
tion shifts, occupational shifts, changes 


in savings and deferred demand, and 
changed living standards and buying 
habits. 

Within the limited space of an article 
such as this, it is, of course, impossible 
to do more than skim the surface. Our 
excuse for presenting these high-spots to 
marketing men is this: In the progress of 
our studies, we found that even among 
marketing men, there were few who had 
a comprehensive compilation of factual 
information on these important phases 
of market changes, although many had 
some material on each or all of them. 
Responsibility for the development of 
the data was determined on the basis 
of the special qualifications and efforts of 
the committee members in particular 
phases of market changes; yet in every 
case, the man responsible found that he 
was accumulating important and rele- 
vant data with which he had not been 
familiar. Consequently, the editor of the 
JOURNAL OF MARKETING felt that it 
would be a service to present an article 
based on these books. 


INcoME CHANGES 


The marketing man is primarily in- 
terested in whether people have money 
to spend, who these people are, how 
much they have to spend and where he 
can find them. Table I indicates that as 
recently as 1939, one-third of the families 
in this country had annual incomes be- 
low $1000, or $20 a week. That was total 
family income from all sources; over 
two-thirds of the families had annual in- 
comes below $2000 a year. 

It is inevitable that there will always 
be families in the very low income levels. 
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Many, however, are farm families whose 
cash income is comparatively more 
spendable. 

By January of 1944, there had been 
considerable progress. Eighty-five per 
cent of all the families had incomes over 
$1000 and over half had incomes over 
$2000. In actual numbers, the “over 
$1000” market increased almost 40%, 
and the “over $2000” market doubled, 
from ten to almost twenty-one million 
families. 


ponent. It will probably be unnecessary 
for most marketing men to look beyond 
their own organizations to know that 
salaries have not, in most cases, in- 
creased greatly. However, average week- 
ly earnings of workers in manufacturing 
industries have increased from an aver- 
age of $24.58 per week in 1939 to an 
average of $43.14 in 1943. 

It is true that the cost of living has in- 
creased, and this increase has been felt 
by all people in all occupations and in- 


Tas_e I, DistripuTion or Aut U. S. Famiuies sy Income Groups* 








Over 








Date $£3000- $2000- $7000- Under- Total 
$5000 $4999 $2999 $7999 $7000 Families 
1/1/44 8.3% 17.5% 30.6% 29.5% 14.1% 100.0% 
1/1/39 4.0% 7.7% 18.6% 36.5% 32.2% 100.0% 
1/1/44 3,033,152 6,395,200 11,182,464 10,780,480 5,152,704 36, 544,000 
1/1/39 1,360,000 2,618,000 6,324,000 12,410,000 11,288,000 34,000,000 
Net change +1,673,152 +3,777,200 +4,858,464 —1,629,520 —6,135,296 





* Division of Marketing and Research, Macfadden Publications, Inc. 


This high level, wide distribution of 
incomes is a reflection of the tremendous 
increase we have experienced in national 
income payments. From $70.8 billions in 
1939, we have progressed to $142.3 bil- 
lions in 1943, up 101.0%. 

Which families have been receiving 
these increased incomes? Are they the 
ones in the upper income groups, the 
executives, or the great mass of the 
people—the workers? 

Salaries and wages have increased 
120.6% from 1939 to 1943, and account 
for 70.8% of total income payments. 
Entrepreneurial income, net rents and 
royalties also showed a high percentage 
of increase, 106.5%, while dividends and 
interest increased only 13.3%. 

Since the largest single part of total 
income payments goes to salaries and 
wages, the question arises as to how 
much is accounted for by each com- 


come brackets. However, marketing men 
are also interested in the amount of 
money available for discretionary spend- 
ing beyond the essentials of food, cloth- 
ing, shelter, essential medical care, inci- 
dental business expenses, and so on. Us- 
ing 1935 as a base, the average non-agri- 
cultural family is two and a half times 
better off in regard to the “loose money” 
available or discretionary spending power: 
the average wage earner family has five 
and a half times more “‘loose money.” 
In evaluating sales potentials and 
planning sales strategy, it is important 
to know whether the shift in income 
levels has been uniform throughout the 
country. Table II is a brief summary of 
both total and per capita income pay- 
ments, for the true significance of in- 
come totals for geographic units cannot 


1 Division of Marketing and Research, Macfadden 
Publication, Inc. 
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be appreciated until measured against 
its population. 

Analysis of state income data reveals 
that thirteen states show relative losses 
in both per capita and total income. 
With but two exceptions, each state also 
suffered a population loss. Shifts in 
population have not always, however, 
paralleled shifts in income. In the case 
of the 28 states which show relative 
gains in both total and per capita in- 
come payments, there were both gains 


Ohio Valley, later the great plains of the 
West and Northwest, and still later the 
Gold Rush to California. This is a nation 
which has never hesitated to move on 
to new frontiers. Today, the frontiers 
have been the shipyards of the Coast and 
of the great inland rivers, the factories 
of Buffalo, Detroit, Louisville and other 
cities, the aircraft plants in the Cali- 
fornia area and, of course, the great 
population shifts to the battle fronts of 
Europe and the Pacific. The problem of 


Taste II. Recionat Income PAYMENTS, 1939 AND 1943* 


























1939 1943 Yo Increase 1939-1943 

Region Total Per Capita Total Per Capita Total Per Capita 
Income Income Income Income Income Income 

Payments Payments Payments Payments | Payments | Payments 
New England # 5,732,000 $680 $10,186,000 $1,214 77.71% 78.5% 
Middle East 22,783,000 711 37,997,000 1,198 66.8% 68.5% 
Southeast 8 , 409,000 300 19,086,000 652 127.0% 117.3% 
Southwest 3,756,000 386 8,197,000 790 118.2% 104.7% 
Central 20 ,093 ,000 565 39,130,000 1,116 94-7% 97.5% 
Northwest 3,099,000 418 6,907,000 965 122.9% 130.9% 
Far West 6,729,000 692 16,598,000 1,397 146.7% 101.9% 
U. S. 70,601 ,000 539 138, 101,000 1,031 95.6% 91.3% 














* Department of Commerce, Survey of Current Business, August 1944, table 1, page 14; Table 5, page 19. 

Per capita income payments in New England increased from $680 to $1,214; the increase in the Southeastern 
states, though greater percentagewise, was less in actual amount, from $300 to $652, and remains on a lower level. 
Caution should be exercised in the interpretation of percentages. 


and losses in population. Variations be- 
tween urban and non-urban family dis- 
tribution is another significant factor. 
In general, urban families felt the in- 
crease in national income sooner and 
pressure into the middle income brackets 
has been stronger among urban families 
than rural families, although this is 
tempered by the extent to which rural 
income is farm income and therefore 
more largely spendable. 


PoPuULATION SHIFTS 


Periodically in the history of our 
country, there have been major migra- 
tions to new frontiers. First it was the 


the returning military man will be that 
of adjusting himself to an old or new 
occupational opportunity. This commit- 
tee is more directly concerned with the 
shift of people from place to place during 
our wartime economy and its relation to 
the population changes which have oc- 
curred more gradually over the years. 
Shifts in population should be re- 
garded in proper perspective to the 
whole and to the former situation. The 
major effect of the war has been to ac- 
celerate trends previously discernible 
and at the same time, to create special 
problem areas, such as those devoted to 
shipbuilding, the aircraft industry and 
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military activity. Most of the extreme 
changes, from the nature of their war- 
time causes, may well be shortlived. 

For the first time in the history of our 
country, we have experienced a decline 
in population. In November 1943, civil- 
ian population was 3.1% less than in 
April 1940. This decline stems from the 
withdrawal of some ten million persons 
to the armed forces. Despite the 3.1% 
wartime loss, civilian population can be 
expected to grow in the years ahead, 
although at decreasing rates. True, the 
birth rate has increased from 18.8 per 
thousand population in 1939 to 24.0 in 
1943, but this is a phenomenon of the 
war and the long-run trend towards 
lower birth rates can be expected to 
reassert itself. 

It is important to note, however, that 
the rate of population increase varies in 
the different regions of the country. 
Between 1930 and 1940, population in 
the West increased 16.7%, 10.1% in the 
South and only 4.2% in the North, 
against a national average increase of 
7.2%. Rural non-farm population has 
been increasing more rapidly than either 
farm or urban population, and popula- 
tion in the outlying areas of metropoli- 
tan districts has grown faster than in 
the central cities. 

The number of families has also shown 
more rapid growth than that of total 
population (16.6% between 1930-1940), 
and the trend has been towards smaller 
sized families. From an average size of 
4.1 persons per family in 1930, there was 
a decline to 3.8 in 1940. The age group- 
ing of the population has been changing, 
with a clearly visible movement in the 
direction of an older population. Median 
age in 1940 was 29.0 years, whereas the 
1930 figure was 26.5 years. While these 
long-run changes will make themselves 
felt gradually and, compared with such 
basic economic factors as rationing, 


changes in the income structure, and 
so on, will probably evoke relatively 
minor changes in distribution practices, 
the need for more intensive cultivation 
of existing markets and more thorough 
marketing operations is clearly indi- 
cated. For individual concerns and prod- 
ucts, however, these changes may well 
have great significance. 

Table III shows that population 
movements by national regions have 
been relatively large and have carried 
out pre-war trends, favoring the south- 
ern and western sections of the country. 

The full significance of former trends 
is not apparent in regional or state data 
because wartime population shifts have 
been concentrated in industrial and 
special wartime activity areas. For ex- 
ample, on a state basis, California has 
increased its population 14.8%, Wash- 
ington 10.8%, Oregon 7.8%, but the 
metropolitan areas of the whole Pacific 
Coast have increased an average of 
12.5%. Similarly, the South Atlantic 
region as a whole has decreased 0.1%, 
but population in Florida has increased 
6.4%, while Alabama has had a 3.9% 
decrease. The metropolitan areas of the 
South, however, have increased 12.2% 
in the aggregate. In contrast with the 
overall decline in Alabama, Birmingham 
and Mobile have both had striking in- 
creases. In New England, Connecticut 
has gained population, although Water- 
bury population has moved counter to 
the trend for the state, and in California, 
population in the San Diego area in- 
creased 42.9% against the 14.8% increase 
for the state. 

Existing data on geographic changes 
have great value as indicators of the 
readjustment-problem areas. They do 
not, however, permit the establishment 
of postwar market potentials. Whether 
wartime gains will be retained or whether 
wartime losses will be recouped depends 
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to no small extent upon the effectiveness 
of industry and business in shifting to 
peacetime production and employment. 
In general, the degree to which wartime 
population patterns will remain valid 
after the war will be conditioned by the 
employment opportunities offered by 
individual communities for, as a rule of 


tion and public utilities also reflect the 
characteristic affects of wartime pro- 
duction. Agricultural employment de- 
clined from 19.7% of total employment 
in April 1940 to 14.6% in April 1944, 
and male workers now account for a 
smaller proportion of those in agricul- 
ture. 


Taste III. Poputation CHANGES 
APRIL 1940-NOVEMBER 1943°* 























Estimated Estimated Estimated Change 
’ Civilian Civilian /1/go-11/1/ 
Region Population Population her a 
11/1/43 4/1/40 Number Per cent 

New England 8 ,087, 809 8,420,736 — 332,927 —4.0 
Middle Atlantic 25,796,511 27,493,675 —1,697,164 —6.2 
East North Central 26,098,118 26,598,536 — 500,418 —1.9 
West North Central 12,263,345 13,502,392 —1,239,047 —9.2 
South Atlantic 17,701 ,066 17,723,301 — 22,235 —o.1 
East South Central 10,081,940 10,763,258 — 681,218 —6.3 
West South Central 12,299,770 13,018,403 — 718,633 —5.5 
Mountain 4,019,718 4,133,311 — 113,593 —2.7 
Pacific 10,959,607 9,675,492 +1,284,115 +13.3 








* Bureau of Census, Series P-44 No. 3, p. 22. 


thumb, people tend to live where there 
are jobs to be had. 


OccuPATIONAL SHIFTS 


There has always been some move- 
ment from place to place and from oc- 
cupation to occupation. But never in 
our history have there been such changes 
in occupational activities as during these 
war years. Briefly, here are some of the 
facts. 

Between April 1940 and April 1944, 
the increase in civilian employment and 
the armed forces amounted to some 16.2 
million persons, of whom 10.6 are in the 
armed forces. Some 7.7 million more per- 
sons are employed in non-agricultural 
pursuits, three-fourths of whom are ac- 
counted for by increased employment in 
the manufacturing industries, concen- 
trated mainly in the munitions branch. 
The 1.8 million persons added to govern- 
ment payrolls and 795,000 in transporta- 


These changes have been possible be- 
cause of more complete utilization of 
manpower than we have known in the 
past. The addition to the total labor 
force, both civilian and armed personnel, 
of some sixteen million persons stems 
from a reduction of some seven million in 
the number unemployed and the en- 
trance of some nine million persons to 
the labor market, six and one-half mil- 
lion of whom are over and above the 
two and one-half million estimated 
“normal” increase for the time period. 
These six and one-half million include 
students, housewives, older persons and 
others not usually in the labor market. 
Youths of school age alone have ac- 
counted for about half of the six and one- 
half million, and women over 35 have 
contributed some one and one-half mil- 
lion workers. Whereas in July of 1940, 
72.5% of all women were non-workers, 
in July of 1944 only 63.6% were in this 
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category and women accounted for 
33.0% of the civilian labor force in April 
of 1944, in contrast with 24.6% in April 
of 1940. 


SAVINGS AND DEFERRED 
DEMAND 


Most manufacturers and distributors 
of consumers durable goods are only too 
well aware of the fact that they have not 
been able to supply these for a number 
of years. How great is the accumulated 
or deferred demand for such goods? How 
many new customers for such goods are 
there? How many of these people have 
savings which will enable them to buy 
these goods? 

These problems are of great interest 
to the manufacturer who is considering 
new or changed products or the continu- 
ance of his old lines, for all products 
compete for the consumer’s money. In 
its survey of buying intentions conducted 
in the fall of 1943, the U. S. Chamber of 
Commerce found that 64% of the fami- 
lies believe they will make a major pur- 
chase of such items as automobiles, 
electrical appliances, radios, furniture 
and floor coverings within six months 
after the war; 1,540,000 families indicate 
their intention to buy or build homes; 
and large numbers intend to paint, put 
on new roofs and attend to other repair 
jobs. Other surveys have indicated simi- 
lar intentions and it appears that de- 
ferred demand will be a factor of con- 
siderable importance in the immediate 
postwar market, and a favorable ele- 
ment in counterbalancing at least some 
portion of the deflationary effects of 
reduced government war expenditures. 

We should realize, however, that the 
volume of deferred demand for durable 
goods is not enough to fill more than a 
part of the gap which will be left when 
government war spending is sharply 
contracted. The deferred demands that 


exist can be largely satisfied in a few 
years at most and are insufficient alone 
to do the job of supporting a high level 
of employment. 

In 1939, approximately 2% of the 
gross national product went for govern. 
ment war needs. This ratio rose to 44% 
of the total national output in 1943. On 
the other side of the picture, income pay- 
ments to individuals have paralleled the 
increase in the gross national product. 
This greatly increased income of in- 
dividuals, however, was much in excess 
of the restricted volume of consumer 
goods and services. Although the volume 
of consumer goods has been substanti- 
ally increased since 1939, the rise has 
been relatively much less than that in 
the flow of income payments. The in- 
flationary pressure of this excess has 
been mitigated by government control 
measures such as rationing, higher taxes, 
and price control. Consequently, a large 
part of the increase in funds available 
for spending has been saved, as civilian 
holdings of cash, increased bank bal- 
ances, government bonds and debt re- 
tirements. 

By the end of 1944, the aggregate of 
savings piled up since the beginning of 
the rearmament program in 1941 was 
in the neighborhood of $110 billions, 
which is an amount substantially in ex- 
cess of the entire national income for any 
year before 1942. From the end of 1939 
to the end of 1943, individuals, including 
unincorporated businesses, added $35.3 
billions to their holdings of currency and 
bank deposits. In the same _ period, 
ownership of U. S. war savings bonds and 
other government securities increased by 
$27.8 billion, over four-fifths of which 
was in war savings bonds alone. Cur- 
rency in the hands of individuals, as dis- 
tinct from that held by business, was 
probably well over $100 per capita by 
the end of 1943 or around $450 per aver- 
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age family. This represents a trebling 
since 1939. The major reason for the 
sharp rise in currency holdings is the 
substantial expansion in the income of 
the lower and middle income groups dur- 
ing the war period. These groups typi- 
cally make little use of bank accounts, 
because of such considerations as lack 
of accumulated funds, lack of experi- 
ence with banks and reluctance to pay 
bank service charges. Widespread popu- 
lation shifts have also disrupted existing 
banking arrangements for many people 
and have retarded the establishment of 
banking connections for others. 

The surplus funds of individuals have 
taken still different forms. They have 
been used to pay off insurance loans, to 
increase insurance reserves, to retire 
debts on farms and houses and to make 
down payments on homes and other 
durable goods as far as available. 

Deferred demands amounting to bil- 
lions of dollars have accumulated during 
the war. A very high reservoir of savings 
has been accumulated by individuals in 
the form of cash, bank deposits, and war 
savings bonds. The mere need for goods, 
however, does not assure a market. The 
need must be accompanied by purchas- 
ing power. Will these savings be a source 
of postwar purchasing power? 

Savings, whether in the form of cur- 
rency, bank deposits or war savings 
bonds cannot be used in mass to buy 
goods. Consumption of goods and serv- 
ices in any period must come from the 
current production of goods and services 
in that period and the purchasing power 
generated in the production of goods 
and services is equal to the gross re- 
ceipts from the sale of that output. The 
different forms which savings assume 
have different effects on postwar mar- 
kets. Prospects for postwar currency 
developments hinge very largely on the 
level and stability of national income, 


prices and employment, and much the 
same conditions govern the disposition 
of individual bank deposits. 

Concentrated use of savings in the 
immediate postwar period preceding 
substantial output of peace goods could 
easily result in heavy inflationary pres- 
sure. 

Large accumulations of wartime sav- 
ings may possibly have a number of in- 
direct effects on postwar purchasing. 
Even if the actual amount of savings 
which should enter the market as de- 
mand for consumer goods were small, 
it would be in addition to the normal, 
demand financed by payments flowing 
from current production, and would 
have the effect of stimulating demand 
and raising production, at any level 
below full employment. Furthermore, 
the mere ownership of large savings 
would enhance the security of indi- 
vidual holders and would tend to in- 
crease their disposition to spend current 
incomes. 

War is a time of capital consumption, 
and much of the producers’ equipment 
constructed in the last few years is 
specialized for war purposes. A good 
part of the productive equipment with 
which we entered the war has been 
operating twenty-four hours per day for 
four years, has been patched up and 
“made to do.” This is especially true of 
equipment for the production of civilian 
goods. Post-war demand for capital 
goods will stem from three sources: re- 
placement of existing forms because of 
depreciation, new types of equipment to 
take advantage of newly learned tech- 
niques, and requirements for the pro- 
duction of new products. 

Although we cannot be certain what 
part of our greatly increased holdings of 
currency. and bank deposits are being 
held by their owners as disposable for 
consumer goods, insofar as the owners 
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of these saved funds are not disposed to 
purchase consumer goods, the funds will 
be available for investment purposes. 
However uncertain we may be with re- 
spect to whether individuals will be 
disposed to spend their present savings, 
there is no question about their past will- 
ingness to spend close to four-fifths of 
their currently received income for con- 
sumer goods. Moreover, funds injected 
into circulation in the purchase of capital 
goods result in a manifold increase in 
consumer demand. 


CHANGED Livinc STANDARDS 
AND Buyinc Hasirts 


Millions of families in this country 
have been receiving and are receiving 
substantially more money than they 
have ever had before. The increase in 
family income has been much greater 
than the increase in the cost of the basic 
goods and services to which they have 
been accustomed. Those products, e.g., 
automobiles, radios, home appliances, 
and new homes, which signify in the 
minds of people and their friends in- 
creased income and higher standards of 
living have not been available. But not 
all of the difference in income between 
the essential cost of their former stand- 
ards of living and the total amount of 
money received has been saved. 

Millions of families have increased 
their standards within their basic ex- 
penditures. Rationing has played an 
important role in stimulating this shift. 
When a given number of ration points 
purchase the best or the poorest quality 
of a given product and when the buyer’s 
income is such that the price difference 
is not important, the buyer tends to 
purchase the best grade. Records of 
retailers throughout the country demon- 
strate that this has actually been the 
case. Families are buying greater varie- 
ties and better types of food for their 


families with increased incomes, ration- 
ing and wartime nutrition publicity all 
shaping these changes. Families are buy- 
ing better quality clothing for their 
wives and children, and purchasing par- 
ticular types of clothing for specific 
purposes. At the end of the first shoe 
ration period, sales of shoes costing over 
$7 increased between 25% and 40%, as 
compared with 15% for shoes selling 
from $6 to $7 and 10% for $4 shoes, 
according to a National Retail Dry 
Goods Association survey of its depart- 
ment store members. 

In general, wartime changes have been 
above the subsistence line, insofar as 
the market has permitted. Department 
of Commerce figures on consumption 
expenditures reveal an increase of 53.9% 
between 1939 and 1942 in expenditures 
on personal care. Recreation expendi- 
tures rose 35.1%, and money for jewelry 
and watches rose 81.2%. 

The acceptance of many substitute 
products in wartime is an indication 
that people are willing to take a chance 
on new products, especially when their 
financial circumstances are not strin- 
gent. Wartime decentralization of popu- 
lation and continued importance of 
suburban areas will probably result in a 
continuance of the trend towards de- 
centralization of shopping areas. War- 
time labor shortages have resulted in the 
introduction of self-service methods in 
many new lines. Indications are that 
self-service will continue to be popular. 
Seventy-five and seven-tenths per cent 
of the housewives in the Macfadden 
Wage Earner Forum prefer self-service 
when purchasing food, nearly half when 
buying notions and over a fourth when 
shopping for clothes. To what extent 
self-service will continue where it has 
been adopted as an emergency measure 
cannot be foretold, but there is little 
doubt that many new consumer con- 
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tacts with this form of shopping have 
been made. 

People have raised their sights to- 
wards a greater variety of goods and 
services, as indicated in the numerous 
surveys of postwar buying intentions. 
That so many families have purchase> in 
mind is in itself a symbol of the higher 
standards which are being developed. 

Concentration of buying power in the 
lower economic levels is greater now than 
ever before, and this high level, wide 
distribution of incomes has the effect of 
magnifying the importance of the mass 
market. The mass market, however, is 
not synonymous with the low-end mar- 
ket. On the contrary, the mass market 
is at a higher level than before, which 
means that in many instances, there 
will be a broader base for the products 
of industry. 

Wartime restrictions on production 
and consumption do not permit fore- 
casting of specific patterns of consump- 
tion for the kind of income distribution 
we now have, beyond the generalization 
that if we attain the high level of pro- 
duction and employment at which we 
are aiming, and have a type of income 


distribution resembling the current one, 
many new markets for the products of 
our factories will be opened. 


CoNCLUSION 


The significance of these market 
changes must be studied in relation to 
the particular problems of the indi- 
vidual business. It is hoped that this 
summary has indicated to marketing 
people something of the extent of the 
vast changes which war has wrought 
upon our economy. We have but sum- 
marized very briefly the material in prep- 
aration for the C.E.D. There are changes 
other than those specifically noted here 
which should be studied and watched. 

Unless marketing people, producers 
and distributors of foods and services 
and all others who seek to exchange the 
products of their activities for the money 
of the people are thoroughly conversant 
with what has been taking place, they 
will have to forego the advantage of a 
good background against which to ap- 
ply their sound judgment in planning 
to take advantage of the opportunities 
in the days ahead. 








POSTWAR MARKETS FOR CONSUMER GOODS 
DEAN A. WORCESTER, JR. 


Louisiana State University 


Eprror’s Nore: Dr. Worcester presents a new ap- 
proach to the problems of estimating postwar markets for 
consumer goods. 


T Is A common belief that in a modern 
l economy distribution, not production, 
limits our national welfare. For more 
than a year businessmen have been ex- 
horted to plan for greatly increased 
civilian production largely on the ground 
that unprecedented markets will exist 
after the war. No great agreement, how- 
ever, has yet been reached on the size 
of these markets, and it is toward the 
solution of this problem that this paper 
is directed. It presents market analysts 
with another estimate of postwar spend- 
ing, a measure that has been derived 
from data heretofore unused for this 
purpose and manipulated by methods 
different from those already applied. 
This is done in the belief that a com- 
parison of independent estimates of post- 
war markets will lead to more trust- 
worthy bases from which to forecast the 
future sales of individual firms and in- 
dustries. 


GENERAL METHOD USED AND 
ITs LIMITATIONS 


All of the estimates presented here are 
limited in several respects and in strict 
usage are not estimates at all since no 
effort is made to adjust for all known 
influences. In the first place they are 
relevant only to a “normal postwar 
year” in that they were derived from 
peacetime data and have not been ad- 
justed to take account of any wartime 
changes. We have been assured that high 
levels of national income are possible 
of attainment, and that we may expect 
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them, just as we had levels of national 
income after the last war which were 
higher than those that preceded it. 
Assuming a national income of $120 
billions (at 1936-1936 prices!) we will 
concentrate our attention on the prob- 
able increase in the size of the market for 
each of eleven major groups of com- 
modities and services. 

The influence of relative prices is not 
included in the analysis and constitutes 
the second limitation of these estimates. 
While this is a fairly important omission 
it is proper to recall that it is much less 
important when dealing with the large 
aggregates considered here than it would 
be if a more detailed breakdown were 
made. This is true because the possibili- 
ties for substitution outside of the statis- 
tical group are fewer in this case. A final 
limitation is that the domestic demand 
alone is considered. 

It is evident, therefore, that a great 
deal of work such as breaking down and 
adapting these estimates to particular 
industries and firms is left for the work- 
ers in the separate fields. But their work 
is lightened insofar as the consumption 
of these general classes of commodities 
is a function of national income, popu- 
lation, and the distribution of income. 

Budgetary data have been used in the 
preparation of these estimates. This is in 
contrast to all other studies known to 
the author which involve incomes as 
high as those anticipated after this war. 
Roughly, the procedure followed in esti- 
mating the consumption at higher levels 


1 This is approximately the same or a little larger than 
the Department of Commerce’s estimate of a $165 
billion gross national product in 1942 prices. 
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of national income was to determine the 
number of consumers at each level of 
individual income, making different as- 
sumptions in regard to national income, 
to multiply this number of consumers 
by the average expenditure for each 
commodity at each level of individual 
income, and finally to summate for each 
commodity.” This procedure has the ad- 
vantage of eliminating the cyclical dis- 
tortions from the estimates for periods 
of high national income, which is im- 
portant if we expect the high postwar 
income level to be maintained. It also 
has the advantage of permitting explicit 
assumptions to be made about the dis- 
tribution of income, rather than includ- 
ing it among the unmeasured influences. 
This may be especially important if a 
more progressive tax system coupled 
with a more liberal social security pro- 
gram alters the distribution of income 
after taxes. 

The principal shortcoming of this 
method is the lack of detail in the ori- 
ginal data. Thus we are forced to deal 
with such large aggregates as “food,” 
“clothing,” and “transportation,” More 
detailed data are available for family 
expenditure as opposed to total expendi- 
ture, but the allocation of the expendi- 
tures of single individuals among the 
more specific commodity and service 
groups is rather arbitrary.* 


* This statement is essentially correct. A precise 
statement would take a disproportionate amount of 
space. For a complete statement of the methods and 
sources used see Worcester, D. A., Jr., 4n Analysis of 
Consumer Demand with Special Reference to High Levels 
of National Income, University of Minnesota Library, 
Minneapolis, 1943, Ph.D. Thesis. This study is based 
primarily on the U.S. National Resources Committee’s 
Consumer Expenditure in the United States, U. S. Gov- 
ernment Printing Office, 1939; and the U. S. National 
Resources Planning Board’s Family Expenditure in the 
United States, U. S. Government Printing Office, June, 
1941. 

* Such an allocation was attempted in the thesis re- 
ferred to in note 2. 


Foop 


Food is the most important of the 
eleven major groups included in this 
study. Using various assumptions, it is 
estimated that sales of food products to 
final consumers for use both at home 
and elsewhere will be 14.5 per cent to 
44.6 per cent greater than they were in 
the twelve-month period following July, 
1935.‘ If a price level comparable to that 
prevailing in 1942 is presumed instead of 
that existing in 1935-36 the percentage 
increase is raised to a range between 24 
per cent and 74 per cent higher than 


1935-36. 

The Department of Commerce has 
also made estimates of expenditure for 
food at high levels of national income.’ 
Their estimate is 53.0 per cent higher 
than their estimate for 1935-36, if 1935- 
36 prices are used in both cases.® The 
smallest discrepancy between these two 
independent” types of estimates occur 
when the postwar year is presumed to 


4 Absolute figures for this and other groups may be 
found in Table I, below. 

5 Markets After the War, Bureau of Foreign and 
Domestic Commerce, U. S. Government Printing Of- 
fice, Washington, 1943. (Senate Document No. 40, 
78th Congress, 1st Session.) 

These estimates were made by use of the relationship 
betweeen gross national product and the sales of various 
types of goods after they had been adjusted to show the 
cost to the final user. A gross national product of $165 
billions is regarded as probable in the “normal postwar 
year” if 1942 prices are assumed. The Department of 
Commerce is careful to avoid the use of the term 
“estimates” in regard to their figures since all known 
variables have not been taken into account. Although 
the word “estimates” has been employed throughout 
this paper, nothing more exact than what the Depart- 
ment of Commerce would term an “extrapolation” or a 
“projection” is implied either for their “estimates” or 
those derived from the budget data. 

6 The estimates for the earlier years may be found 
either in Markets After the War, cited above, or in 
Shelton, William C. and Paradiso, Louis J., “Monthly 
Estimates of Total Consumer Expenditures, 1935-42,” 
Survey of Current Business, October, 1942, pp. 8-14; 
and Shaw, William H., “The Gross Flow of Finished 
Commodities and New Construction,” Survey of Cur- 
rent Business, April 1942, pp. 13-20. 
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have the same distribution of income as 
did 1935-36 and no other adjustments 
are made. If a less equal distribution of 
income is to be expected somewhat less 
food will probably be sold.’ 

For purposes of comparison a distribu- 
tion of income which exaggerated the 
movement toward inequality shown by a 
comparison of the years 1935-36 and 
1941 was included in the study.® This is 
referred to hereafter as the “Prosperity” 
income distribution since the more un- 
equal distribution of income was asso- 
ciated with a cyclical increase of income 
while other studies seem to show that 
there has been little long run change in 
the distribution of income. The percent- 
age increase over the 1935-36 sales in- 
dicated for the postwar year is 31.7 per 
cent if the “Prosperity” distribution of 
income is assumed as compared with an 
increase of 44.6 per cent if the more equal 
distribution existent in 1935-36 is con- 
tinued. Thus taking the food situation 
as a whole, producers and handlers of 
food have a definite stake in any program 
designed to raise the incomes of the 
lower income groups at the expense of 
the upper income groups, providing that 
such action does not reduce the level of 
national income to any marked degree. 

Another factor may be operating, how- 
ever, that will make all of the estimates 
discussed so far too high. An examination 
of the three roughly comparable budget 


7 Equality of income distribution referred to here is 
as measured by the Lorenz curve, i.e., by a comparison 
of the percentage of population receiving a given per- 
centage of the national income. This measure is rather 
ambiguous, but has the advantage of distinguishing 
sharply between level of income and distribution of 
income. For a critical analysis of the Lorenz curve see 
the thesis cited in footnote 2. 

® The data for 1935-36 were taken from: U. S. 
National Resources Committee, Consumer Incomes in 
the United States, 1935-36, U. S. Government Printing 
Office, 1938; and the data for 1941 from the Office of 
Price Administration, Civilian Spending and Saving in 
1941 and 1942, Division of Research, Consumer Income 


and Demand Branch. 


studies made by the Bureau of Labor 
Statistics and the Bureau of Home Eco- 
nomics reveals that the average expendi- 
ture for food among the lower income 
groups has been falling since 1918-19 
and at a more rapid rate since 1935—36.° 
The available data are not conclusive 
but a study of this factor is most impor- 
tant before any estimate is accepted since 
when this influence is considered the per- 
centage increases range only from 14.5 
per cent to 24.5 per cent rather than 
from 31.7 per cent to 44.6 per cent. 

In the light of the considerations dis- 
cussed above it would seem that the 
Department of Commerce estimate is 
somewhat optimistic. In any case, some 
increase over the 1935-36 market for 
food products may be expected with a 
high level of national income, and the 
increase may be substantial if possible 
adverse conditions are avoided. 


HousINnG 


Housing includes both out-of-pocket 
and imputed expenditures equivalent to 
the rental value of living quarters, but 
does not include the purchase of new 
houses. Where a money rent was paid 
including the cost of fuel, refrigeration, 
light, or heat it was recorded as given 
and hence estimated as part of housing. 

In terms of 1935-36 prices, a national 
income of $120 billions would be ac- 
companied by housing expenditures from 
29.7 per cent to 74.2 per cent higher than 
those for 1935-36, unless altered by in- 
fluences not considered in this paper. If 
1942 prices are forecast for the postwar 

® These studies for the years 1918-19, 1935-36 and 
1941 have been compared in the thesis cited in footnote 
2. The original data may be found in the United States 
Department of Labor, Bureau of Labor Statistics, Cost 
of Living in the United States, Bulletin 357, Superin- 
tendent of Documents, 1924; Consumer Expenditures in 
the United States, cited above, and the United States 
Department of Labor, Spending and Saving of the Na- 


tion’s Families in Wartime, Bulletin 723, U. S. Superin- 
tendent of Documents, Washington, 1943. 
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year the increase over 1935-36 would 
range from 43 per cent to 107 per cent. 

The distribution of income has a defi- 
nite influence on expenditures for hous- 
ing. As in the case of food, less housing 
will be bought if the distribution of in- 
come is relatively unequal, the maximum 


require a smaller percentage of most peo- 
ple’s incomes in periods of high national 
income. Since this may be a cyclical 
effect it is doubtful whether or not such 
a movement is of much significance once 
our national income has begun to fluc- 
tuate about a higher level. Moreover, 


Tae I. Percentace IncrEASE oF ProyecteD Postwar Consumption Over TuHat RecorDeD 
IN 1935-36, By Mayor Commopity Groups 












































1935-36 Expenditures “Normal Postwar Year” (percentage increase over 1935-36) 
Pe oe Dept. of Com. Worcester-National Resource Committee 
Item “ +99 
: . Prosperity 
Dept. of \Natl- Res) sors | r095-96 1935-36 Income Dis. Inc. Dist. 
Commerce Com- Prices Prices 
eed Adj. Unadj. Adj. | Unadj. 
1. Food 18.0430 | 16.865 88.0 53.0 24.5 44.6 14.5 31.7 
2. Housing 7.1140 9. 506 66.2 46.0 39.2 74.2 29.7 60.7 
3. Household 
Operation* (3.8920) | (5.285) | (72.5) | (64.4) | (41.7) (77-3) | (44-4) | (78.8) 
4. Furnishings* (4.0216) | (1.422) | (148.8) (94.6) | (217.1) (76.5) | (211.5) (71.6) 
Groups 3, 4, and 
“Home Maintenance”| 9.0541 6.707 116.5 86.5 78.9 77.1 79.8 77-3 
5. Clothing* T (7.2292) | (5.261) | (103.0) | (58.9) | (90.6) (75.3) | (75-8) | (60.0) 
6. Transportation* 5.6736 4-665 128.3 102.5 201.4 109.4 187.9 97-4 
7. Medical Care* 2.9384 2.205 90.9 69.3 100.9 81.4 91.4 71.0 
8. Recreation* 1.9989 1.643 134.1 107.6 167.8 117.9 150.8 102.1 
9. Tobacco* 1.6757 .966 76.9 56.9 63.6 $3.2 46.0 34-6 
10. Reading* -7550 551 78.5 58.4 37-9 70.6 19.8 45.2 
11. Personal Care* T= (.8470) | (1.032) (95.9) (73-7) (71.3) (67.5) (64.6) (58.8) 
Groups § and 11 8.0762 6.293 102.3 58.3 87.5 74.0 74.0 59.9 
Total 55.3289 | 49.401 97-4 66.5 68.6 69.2 58.9 57.6 











* These figures are not strictly comparable to those of the contrasted study. 
T Three items included in the Department of Commerce study, “Jewelry and Sterling Silver,” “Clocks and 
Watches,” and “Personal Care” have been arbitrarily allocated between “Clothing” and “Personal Care” accord- 


ing to the Census of Business data for 1935 and 1937. 


* Department of Commerce estimates in column 4 have been deflated by the 


“Miscellaneous”’ section of the 


Bureau of Labor Statistics Index of the Cost of Living. All others in column 4 have been deflated by the appropriate 


index. 


estimate being 13.5 per cent lower if the 
“Prosperity” income distribution be- 
comes an actuality. 

Using the three periods referred to in 
footnote 9 a very rough adjustment was 
made to allow for the changing patterns 
of expenditure shown by the various in- 
come groups through time. The result 
was to reduce materially the estimates 
since expenditures for housing seem to 


the accumulated deficit in housing is 
most likely to have a strong influence in 
the opposite direction as it will affect 
actual and imputed rental values very 
soon after construction. 

The Department of Commerce has 
also made an estimate of postwar ex- 
penditure for housing. While they do not 
include as a part of housing expenditures 
the part of the rentals that go to pay for 
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fuel, light, heat, and refrigeration, the 
estimates are reasonably comparable. 
The figure which they reach is 46 per 
cent higher than the average of 1935 and 
1936. Compared with the range of the 
estimates it is a middle-of-the-road fig- 
ure and is probably as good as can be 
found to use as a basis for adaptation to 
particular market analyses. 


OTHER ConsuMPTION ITEMS 


Without attempting to discuss each 
item in detail, Table I presents the 
various estimates for each of the eleven 
consumption items included in this study. 

It should be pointed out that the 
original data for 1935-36 compiled by 
the National Resources Planning Board 
do not agree very well with the esti- 
mates made by the Department of Com- 
merce for the same period. A glance at 
the first two columns of Table I will 
show this very clearly. It is interesting, 
however, that the estimates for the post- 
war period show no greater disagree- 
ment than do the estimates for 1935-36. 
Moreover, there is a tendency for the 
relative size of the discrepancies to re- 
main about the same, suggesting a con- 
stant error due to a difference of defini- 
tions as to what is included or excluded. 
Consequently, the data were put into 
terms showing the percentage increase 
over 1935-36, since it was believed that 
this would tell the market analyst more 


than would any amount of discussion of 
discrepancies in dollar expenditures. 

To some extent the comparison of the 
two series has been prejudiced by the fact 
that the basic data refer to somewhat 
different time intervals. The budget data 
are based on the twelve-month period 
centered on December 31, 1935, while 
the business data used by the Depart- 
ment of Commerce are for calendar year 
periods so that the best that could be 
done was to center the twenty-four 
month period on December 31, 1935. 
This probably accounts in part for the 
higher estimates of the Department of 
Commerce in “1935-36,” and would tend 
to make their percentage of increase a 
bit conservative. 


SUMMARY 


The purpose of this paper has been to 
present another set of estimates of con- 
sumer expenditures at high levels of na- 
tional income to market analysts and to 
compare this set of estimates with the 
projections made by the Department of 
Commerce. This comparison is thought 
useful since the approaches used were 
so different as to give independent mea- 
sures of postwar spending. In general, 
the two estimates were reasonably close 
together, although not unlikely altera- 
tions in the distribution of income and 
in average spending patterns of con- 
sumers may materially change the re- 
sults for particular classes of goods. 





TWO YEARS OF COMMERCIAL OPERATION 
OF THE AUDIMETER AND THE NIELSEN 
RADIO INDEX 


ARTHUR C. NIELSEN 
A. C. Nielsen Company 


Eprror’s Note: Mr, Nielsen, President, A. C. Niel- 
sen Company, presents a most informative picture of the 
practical use which can be made of the Nielsen Radio 
Index. His article is further convincing proof—if any is 
needed—of the importance of market research. 


EADERS of the youRNAL will perhaps 
R' recall the article in the January, 
1942, issue in which was presented the 
A. C. Nielsen Company program for the 
mechanization of radio listening re- 
search. That program, which had al- 
ready been in progress six years, in- 
cluded five major stages of development, 
outlined as follows: 


(1) the drawing up of specifications 
for an Ideal Radio Research Serv- 
ice; 

(2) the mechanical development of the 
Audimeter,! the instrument which 
is uniquely capable of providing 
the basic data for such a service; 

(3) the trial operation of this service, 
without clients, for a period of three 
years; 

(4) the expansion of this service to five 
times its previous size for its initial 
commercial operation; 

(5) final expansion to a nation-wide 
service ready to provide facts for 
the solution of every kind of radio 
advertising problem. 


_ The Audimeter is an ingenious graphic recording 
instrument by which the listening habits of the radio 
audience are measured. After installation in a radio 
receiver, the instrument records on wax-coated tape 
each time the radio is tuned, the station listened to, the 
length of listening, any and all dial changes, and the time 
the radio is turned off. Full-time Nielsen Fieldmen 
change the tapes in the Audimeter every four weeks, 
taking a complete physical inventory of the products in 
the home during each call. 


When the previous article was written, 
the third stage of the development of 
the Nielsen Radio Index (““NRI’’) had 
been completed, and we were ready to 
undertake commercial operation with an 
enlarged sample. Today the fourth 
stage is behind us with nearly two 
years of successful servicing of 45 clients 
including advertisers, agencies, and net- 
works, highlighted by steady develop- 
ment in the number and precision of the 
various measurements computed, and by 
the constantly increasing knowledge of 
how to attack and solve the radio prob- 
lems of our clients. 


EXPANSION OF THE NIELSEN 
Rapio InDEx 


Nielsen Radio Index Service was first 
offered to clients in August, 1942, based 
on 1000 Audimeters installed in a care- 
fully selected cross-section of homes in 
nine Eastern and Central States. This 
sample includes the correct proportion 
of homes in each state, county, and city 
size, and in each income class. It is also 
controlled for correct distribution by size 
of family, nationality, possession of tele- 
phone, and number of radios owned. 
Within the area covered, these homes 
meet all the requirements of a scientifi- 
cally constructed sample with propor- 
tional representation of every important 
section of the entire radio audience. 

The service received immediate ac- 
ceptance from many of the same organi- 
zations served by the Nielsen Food and 
Drug Index during the preceding decade. 
Interest in the service grew steadily, and 
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at present writing (August, 1944) the 
clients served by the Nielsen Radio 
Index sponsor nearly one hundred radio 
programs which are regularly analyzed 
and reported. This group of programs 
represents 47.7 per cent of the listening 
to all commercial network broadcasting 
based on total minutes of listening to 
all network shows. In addition to the 
client shows, all competing and similar 
shows are also regularly studied and re- 
ported so that the total covered by the 
NRI is well over 250, including about 40 
leading network sustainers. 


SomE Important NRI 
YARDSTICKS 


A brief résumé of the types of infor- 
mation regularly computed from the 
Audimeter tapes is in order here for 
those who have had no previous acquain- 
tance with the NRI. Reports are issued 
covering each four-week period, and are 
sent to clients in two large volumes, plus 


a bi-weekly “Advance Report,” which 
covers ratings and holding power. 

. The general listening habits of the 
radio homes are presented as follows: 


(1) Average hours listened per day. 

(2) Per cent of sets in use each hour, 
half hour and quarter hour. 

(3) Average minutes listened each 
hour, half hour, quarter hour. 

(4) All hour figures are shown sepa- 
rately for each time zone, income 
class, and city size. 


All commercially sponsored network 
programs, and certain non-network and 
sustainer programs reaching the NRI 
area are rated by the following yard- 
sticks: 


(1) Per cent of all homes listening at 
any time during the broadcast 
(total audience rating). 

(2) Per cent of all homes listening, on 


the average, per minute (average 
audience rating). 

(3) Per cent of total program minutes 
heard by the average home (hold- 
ing power). 

(4) Per cent of radio receivers in use 
tuned to the subject program at 
any time during broadcast (share 
of audience). 

(5) Per cent of homes listening during 
each minute of the broadcast (min- 
ute profile). 


The following additional figures are 
computed for all client-sponsored pro- 
grams and any additional programs in 
which clients are interested for compari- 
son purposes: 


(1) All of the above ratings separately 
for each section of the market. 

(2) The proportion of the total pro- 
gram audience listening 1-2 min- 
utes, 3-5 minutes, etc. 

(3) Per cent of all homes reached at 
least once in a series of broadcasts 
(cumulative audience). 

(4) Per cent of homes hearing 1 broad- 
cast of a series, 2, 3, etc. (fre- 
quency of listening). 

(5) Gains and losses each minute, 
with source of gains and direction 
of losses. 


Supplementary to the actual program 
data, figures are obtained which reveal: 


(1) Listening to each station by per 
cent of homes and per cent of lis- 
tened minutes (station rating data). 

(2) Per cent of homes stocking each 
brand of radio-advertised commod- 
ities. 

Facts about “sales effectiveness” will 

be presented later in this article. 


THE SOLUTION OF IMPORTANT 
Rapio ProBLEMs 


Undoubtedly the greatest value of 
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Cuart I 
VARIATION OF RATINGS BY MARKET SECTIONS 


For Three Daytime Serial Dramas 
(% Total NRI Homes Reached Per Broadcast) 
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NRI service to its clients in the past two 
years has resulted from its ability to 
ferret out and solve important problems 
of types which cannot be solved through 
the use of radio research techniques 
based on the ¢elephone. Some of these 
will undoubtedly be of considerable in- 
terest to the readers of the JouRNAL. 
Many radio-advertised products are 
designed for consumers restricted as to 
age, sex, income, or type of dwelling. 
Therefore, the task that many a pro- 
gram sponsor faces is to reach listeners in 
his own limited market. Take, for ex- 
ample, a company marketing a product 
whose primary appeal is to rural homes. 
Chart I shows, for three current daytime 
serial dramas, the total audience rating 
for all homes combined, as contrasted 
with the rural and Jarge city ratings. 
Considering the special type of product 
to be sold, the best buy is seen to be 
Program F, in spite of the fact that it 
has the lowest total and lowest large city 
ratings! Only NRI’s complete coverage 
of all sections of the market can supply 
this advertiser with the facts he needs. 
Different products have different re- 
quirements for the effectiveness of their 
commercial message. For some, the mere 
hearing of the established brand name 
furnishes the necessary reminder to buy. 
With others, there is a need for frequent 
repetition until an educational message 
has been assimilated. Nielsen Radio In- 
dex data, revealing the holding power of 
each broadcast and the frequency of lis- 
tening to successive broadcasts, make 
possible the completely scientific selec- 
tion of a program adapted to each of 
these situations. Chart II shows two 
multi-weekly evening shows which have 
quite different listening patterns as re- 
gards faithfulness of their audiences. 
Note that Program J, although reaching 
considerably fewer homes per broadcast 
and holding its audience for a lower per- 


centage of each broadcast, nevertheless 
reaches more homes in a span of 12 
broadcasts than does Program K. If a 
simple reminder is all that is desired, 
Program J is undoubtedly highly satis- 
factory. Program K, on the other hand, 
reaches each home more often, and for a 
longer interval each time, assuring repe- 
tition of the sales message. 

NRI figures have revealed significant 
differences in the seasonal behavior and 
long term trends of different program 
types. These factors are important to 
consider in the planning of a new pro- 
gram or a summer replacement show. 
Since figures are regularly computed on 
all commercially sponsored network 
shows heard in the NRI area, average 
performance by type of program can 
readily be computed. Chart III shows 
the trend in ratings of three different 
types of programs after all variations 
occasioned by changes in the programs 
on the air or by variations in total listen- 
ing have been corrected. All types show a 
slight summer decline (which probably 
reflects a swing to local program listen- 
ing) but the timing and extent of the 
decline varies with the type of show. It 
is obvious, of course, that it is possible 
to compute data such as this by each 
market division for sponsors and others 
whose products are designed for limited 
and restricted markets. 


REACHING VIA RADIO THE MAxImMuM 
PoTENTIAL MARKET FOR 
A CERTAIN PropuctT 


One of the things an advertiser with a 
number of shows always wants to know 
is whether he has made the best possible 
allocation of the commercial time on his 
several programs between the different 
products advertised. With the data 
available from the Audimeter tapes, it is 
possible to show the total number of 
homes reached by any combination of 
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Cuart II 


TOTAL AUDIENCE PER BROADCAST, HOLDING POWER, CUMULATIVE AUDIENCE & FREQUENCY OF LISTENING 


% ALL HOMES REACHED 
IN 12 BROADCASTS 
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AVG. NUMBER OF BROADCASTS HEARD = 
1.9 OUT OF 12 =3.5 OUT OF 12 
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Cuart III 
SEASONAL PERFORMANCE BY PROGRAM TYPE 


3 Period Moving Average... Per. 1, 1944=100 
(Figures Corrected for All Variations in Total Listening) 


TYPE A 






































































































































1-3 ; . - ° . . ‘ 10-12 11-13 
1943 


Nielsen Radio Index Periods 








THE JOURNAL OF MARKETING 


245 





programs, and the average number of 
broadcasts heard by these homes. These 
facts enable the advertiser to determine 
whether or not he has made the optimum 
allocation of commercial time. Duplica- 
tion studies, as we call them, are frequent 
features of presentations to clients using 
more than one program. 

Let us look at the important points of 


these two programs might be combined 
to feature a product which does not have 
much of a rural market anyway. 

The duplication studies performed for 
each of 6 possible combinations of the 4 
programs of Table I, covering the listen- 
ing for two weeks, are shown on Chart IV. 
This chart shows the per cent of all homes 
reached by each pair, and the average 


Tas_e I 
BASIC DATA FOR 4 PROGRAMS IN A DUPLICATION STUDY 





PROGRAM AUD. 
PER BROADCAST 
(ALL HOMES) 


PROGRAM # 


PROGRAM 
AUDIENCE 
(CITIES ONLY) 


TOTAL AUDIENCE 
REACHED IN 
2 WEEKS 
(ALL HOMES) 


PROGRAM 
AUDIENCE 
(RURAL AREAS) 



































a duplication study covering numerous 
possible combinations of four programs 
of one client, the purpose being to deter- 
mine the size and nature of the audiences 
reached by each of the possible combina- 
tions of two. Inspection of the program 
data shown in Table I reveals that two 
of these programs (Nos. 2 and 4) attract 
relatively small rural audiences. This 
fact indicates, at the very outset, that 


frequency with which each home is 
reached. The middle section of each bar 
shows the portion of the audience which 
hears doth of the programs. Combination 
“A” reveals a high degree of audience 
duplication between programs 1 and 2. 
As a result, we see that combination 
“‘A” reaches fewer homes per product, 
but reaches them with much greater 
frequency than the other combinations. 
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If it is felt that one of the products to be 
advertised requires a relatively high 
degree of repetition, this combination 
recommends itself. If neither of the prod- 
ucts is outstanding in this respect, then 
the other combinations seem preferable. 
Each of the others reaches a larger 
audience than the first combination. 
Combination “F”’ should take into ac- 
count the fact that programs 2 and 4, as 
noted above, have re/atively small rural 
coverage. Which combination is most 
desirable will be determined by the 
markets sought for the different products 
that are to be sponsored. 

Taken as a whole, this duplication 
study gives an excellent picture of the 
usefulness of the data produced. A study 
of this kind for identical programs broad- 
cast on two different networks proved to 
be extremely interesting and useful. The 
detailed analyses of the client’s and 
competing programs which are now pos- 
sible provide him with the kind of facts 
that take the guesswork out of his basic 
decisions. 


MEASURING THE EFFECT OF 
ProGRAM COMPETITION 


Here is a situation which arose very 
recently. New competition had appeared 
on the airwaves opposite the second half 
of a client’s program. The competition of 
the shorter show soon cut into the audi- 
ence reached by the latter part of the 
client’s show. Chart V shows the minute 
profile, for each half of his program, for 
the periods before and after the compe- 
tition went on the air. We were asked to 
determine the extent to which the new 
commercial audience in the second half 
of the show had been reduced. A dupli- 
cation study, covering the periods imme- 
diately before and after the change oc- 
curred, showed how many of the homes 
hearing the commercial in the second 
half of the program had also heard one of 


the first-half announcements. Subtract- 
ing this figure from the second half com- 
mercial audience gave to the client an 
exact measurement of the effect of the new 
competition on the commercial value of the 
second half of his show. This is typical of 
the important specialized information 
which the Audimeter alone can provide 
to help answer key problems in radio 
advertising. 


AUDIENCE DIAL SWITCHING AT 
THE Hatr Hour Mark 


Another problem which confronted a 
client was the measurement of the 
amount of dial turning during the single 
minute preceding and following each half 
hour station break. More than 40 evening 
half-hour shows were selected for this 
study. Audience gains and losses in the 
two minutes specified, and the minutes 
adjacent to them, were tabulated and 
averaged for these 40 programs. Chart 
VI shows the per cent of the average pro- 
gram audience which is turning its dial 
during each of the four minutes imme- 
diately preceding and following the half 
hour break. Consider that in a study of 
this kind 800 Audimeter homes are the 
equal of 800 coincidental calls made each 
minute in each one of eight minutes of 
each one of 40 programs—in other words, 
the-equal of 256,000 coincidental calls! 
In addition, the Audimeter tapes reflect 
listening in ‘all types of homes, telephone 
and non- telephone, city and country, in 
correct proportion, and, what is also 
important, this information was avail- 
able in existing NRI tabulations. 


ANALYSIS OF SUMMER LISTENING 
AND THE SUMMER Hiatus 


Accurate knowledge of program per- 
formance during the summer season has 
resulted in continuing certain shows 
through the summer months, either be- 
cause 
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(1) The available audience and aver- 
age minutes listened at the time of 
broadcast warranted continuance, 
or because 


(2) The data indicated that the sum- 
mer program would reach a sub- 
stantial number of new Jisteners, 
i.e., homes not normally reached 
by the program in other months. 


In other cases, the sponsor has im- 
proved the placement of the summer vaca- 
tion period, or hiatus, for the show, without 
shortening that vacation period. Chart VII 
contains one of a number of examples of 
the latter. Here the program had been 
continued too far into the summer and 
was resumed 00 /ate for purposes of draw- 
ing the maximum audience. In other 
words, the interval selected for the vaca- 
tion of the principals in the show was not 
chosen wisely with regard to the summer 
dip in evening radio listening. As shown 
on Chart VII, on the nights of June 21 
and July 5, the last two actual broad- 
casts before the vacation, Program M re- 
ceived an audience of 10.1% and 11.3% 
of the radio homes, respectively. This 
represents 46% and 55% of the homes 
which were using their radios on those 
nights, a typical share for this program. 
But the available audience on these two 
nights is seen to be the lowest of any 
during the entire summer. Had Program 
M begun its vacation during these two 
weeks and come back on the air on Au- 
gust 16, when more people were home us- 
ing their radios, the same share of audi- 
ence would have resulted in a rating of 
14.3% and 17.2% of all homes for the 
two August broadcasts, as indicated on 
Chart VII. This represents an increase 
of nearly 50% in an entire month’s audi- 
ence, or, expressed in terms of the cost of 
the program for 4 broadcasts, a gain of 
more than $20,000, 


THE MEASUREMENT OF 
NeEtTWoRK COVERAGE 


One of the newer radio yardsticks de- 
veloped in recent months is the measure- 
ment of potential coverage with different 
network lineups, which, as is well recog- 
nized, vary considerably with the individ- 
ual programs. With the complete record 
of each family’s listening, which is ob- 
tained from the Audimeter tape, it is now 
possible to determine this potential cov- 
erage very scientifically. Without resort- 
ing to the dubious method of asking a 
home whether it ever listens to a certain 
station, it is now possible to find out 
whether it does! Once this information 
is punched on the tabulating cards, the 
per cent of all homes which can ‘be 
reached by any combination of stations 
can be computed. Ratings of different 
programs, and periodic ratings of the 
same program, can now be adjusted to 
remove largely the effects of unequal sta- 
tion line-ups. 

Chart VIII shows the average audi- 
ence ratings of five daytime serial dramas 
in a recent period, first unadjusted, and 
then adjusted to place all ratings on a 
full coverage basis.2 Program E, although 
actually a relatively popular program in 
the estimation of those who are able to 
receive it, suffers in the unadjusted fig- 
ures from low coverage, and appears to 
be weaker than B, C, and D. However, 
after the adjustment that is made for 
differences in stations carrying the pro- 

2In adjusting program ratings to the “full-coverage 
basis,” the first step is to find out what homes usually 
never listen to any of the stations in the lineup used by a 
given program. It is assumed that, other things being 
equal, these homes would listen in about the same 
proportion as the others if the station lineup included a 
station which they customarily tuned in. The full- 
coverage rating is then the actual program rating ad- 
justed up to what it would have been if a// radio homes 
were able regularly to tune in the program. It is an ab- 


solutely essential figure in arriving at the relative popu- 
larity of programs with unequal station lineups. 
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(1) The available audience and aver- 
age minutes listened at the time of 
broadcast warranted continuance, 
or because 


(2) The data indicated that the sum- 
mer program would reach a sub- 
stantial number of new Jisteners, 
i.e., homes not normally reached 
by the program in other months. 


In other cases, the sponsor has im- 
proved the placement of the summer vaca- 
tion period, or hiatus, for the show, without 
shortening that vacation period. Chart VII 
contains one of a number of examples of 
the latter. Here the program had been 
continued foo far into the summer and 
was resumed 00 /ate for purposes of draw- 
ing the maximum audience. In other 
words, the interval selected for the vaca- 
tion of the principals in the show was not 
chosen wisely with regard to the summer 
dip in evening radio listening. As shown 
on Chart VII, on the nights of June 21 
and July 5, the last two actual broad- 
casts before the vacation, Program M re- 
ceived an audience of 10.1% and 11.3% 
of the radio homes, respectively. This 
represents 46% and 55% of the homes 
which were using their radios on those 
nights, a typical share for this program. 
But the available audience on these two 
nights is seen to be the lowest of any 
during the entire summer. Had Program 
M begun its vacation during these two 
weeks and come back on the air on Au- 
gust 16, when more people were home us- 
ing their radios, the same share of audi- 
ence would have resulted in a rating of 
14.3% and 17.2% of all homes for the 
two August broadcasts, as indicated on 
Chart VII. This represents an increase 
of nearly 50% in an entire month’s audi- 
ence, or, expressed in terms of the cost of 
the program for 4 broadcasts, a gain of 
more than $20,000, 


THE MEASUREMENT OF 
Network CovERAGE 


One of the newer radio yardsticks de- 
veloped in recent months is the measure- 
ment of potential coverage with different 
network lineups, which, as is well recog- 
nized, vary considerably with the individ- 
ual programs. With the complete record 
of each family’s listening, which is ob- 
tained from the Audimeter tape, it is now 
possible to determine this potential cov- 
erage very scientifically. Without resort- 
ing to the dubious method of asking a 
home whether it ever listens to a certain 
station, it is now possible to find out 
whether it does! Once this information 
is punched on the tabulating cards, the 
per cent of all homes which can ‘be 
reached by any combination of stations 
can be computed. Ratings of different 
programs, and periodic ratings of the 
same program, can now be adjusted to 
remove largely the effects of unequal sta- 
tion line-ups. 

Chart VIII shows the average audi- 
ence ratings of five daytime serial dramas 
in a recent period, first unadjusted, and 
then adjusted to place all ratings on a 
full coverage basis? Program E, although 
actually a relatively popular program in 
the estimation of those who are able to 
receive it, suffers in the unadjusted fig- 
ures from low coverage, and appears to 
be weaker than B, C, and D. However, 
after the adjustment that is made for 
differences in stations carrying the pro- 

2 In adjusting program ratings to the “full-coverage 
basis,” the first step is to find out what homes usually 
never listen to any of the stations in the lineup used by a 
given program. It is assumed that, other things being 
equal, these homes would listen in about the same 
proportion as the others if the station lineup included a 
station which they customarily tuned in. The /ull- 
coverage rating is then the actual program rating ad- 
justed up to what it would have been if a// radio homes 
were able regularly to tune in the program. It is an ab- 


solutely essential figure in arriving at the relative popu- 
larity of programs with unequal station lineups. 
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gram, Program E leads all except Pro- 
gram A. Studies of this kind have been 
particularly useful in rating sustaining 
programs where station line-ups are 
often quite restricted and vary drasti- 
cally from week to week. With this de- 
velopment in the measurement of net- 
work coverage, the Audimeter has re- 
moved one more obstacle in the way of 
truly scientific measurement of pro- 
gramming. 


THe MEASUREMENT OF SALES 
EFFECTIVENESS 


Size of audience is, without question, 
an important measure of success in radio 
advertising. But it is not the u/timate 
measure, because mere size of audience 
reflects neither the make-up of the audi- 
ence nor the success of the commercial 
message. The NRI service, maintain- 
ing a continuous record of listening in 
a unified sample of homes, and a peri- 
odic record of usage (in these same 
homes) of the different brands of com- 
modities advertised, offers an excel- 
lent opportunity to study the effect of 
radio listening on buying habits. The 
marketing world undoubtedly will agree 
that such a measurement is the ulti- 
mate goal of radio research. 

For the past five years NRI service 
has been exploring the job of measuring 
the sales effectiveness of radio adver- 
tising. Initial reports of the results were 
made to clients beginning a few months 
ago. But let no unwary soul conclude 
that this job is as simple as the pro- 
duction of program ratings! The re- 
search work already devoted to this 
single phase of NRI service has now 
mounted to more than fen times the 
effort which Madame Curie and her hus- 
band expended in their famous research 
program to isolate radium. It is not in 
order here to attempt a detailed report 
on the findings in the measurement of 


sales effectiveness, but it can be reported 
that excellent progress has been made in 
this comprehensive undertaking, and 
that NRI clients are now receiving fig- 
ures which reveal, for each of many im- 
portant programs, the sales produced per 
radio dollar expended. 


AVAILABILITY OF AccUMU- 
LATED DaTA 


Another important operating asset of 
NRI service, ripe with potential value 
for the marketing world, is its rapidly 
accumulating fund of continuous accu- 
mulated data on every commercially 
sponsored network program, on leading 
sustainers and on some non-network pro- 
grams. New problems can now be 


studied as soon as they are recognized 
in the full light of past experience. When 
unexpected changes take place, hind- 
sight can be used to determine the 
type of information which is necessary 


to measure the nature of the change, 
and that type of data then will be 
available, in most cases, as far back as it 
is needed! Few sciences have had all the 
facts affecting their operations available 
to them retroactively! 


WHAT OF THE FuTuRE? 


Valuable as NRI service has been to 
date, it has undoubtedly produced only 
a modest fraction of the values of which 
it is ultimately capable. The principal 
respects in which substantially improved 
results can be expected in the near future 
are: 

1. Expanded territorial coverage. War- 
time limitations on the manufacture of 
Audimeters have restricted NRI service 
to an area which includes about 25 per 
cent of all U. S. radio homes. While this 
coverage is substantially in excess of 
that afforded by either of the leading 
telephone research services (which are 
confined to the 20 per cent—approxi- 
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mately—of the radio market represented 
by telephone homes in a limited list of 
large cities), the ultimate goal should ob- 
viously be coverage on a nation-wide 
basis (including, as at present, a// types 
of homes in cities of all sizes and in rural 
areas.) 

As each passing day records added 
success for the arms of the United Na- 
tions, we draw closer to the time when 
additional Audimeters can be manu- 
factured, and NRI service expanded to 
wider areas. 

2. Faster deliveries of NRI reports. 
Generally speaking, American advertis- 
ers and agencies seem convinced that, 
because radio is a “fast-moving” me- 
dium, research reports on the subject 
must have fast delivery. Without deny- 
ing the obvious fact that, other things 
being equal, fast delivery is better than 
slow delivery, it should be pointed out 
that, in most instances, rapid delivery of 
data is of little, if any, practical impor- 
tance—for the basic but usually over- 
looked reasons: 

(a) That the basic popularity of a pro- 
gram seldom changes substantially in a 
short period of time (public tastes do not 
change over night) and this fact, com- 
bined with the margin of statistical error 
inherent in any measurement of pro- 
gram ratings, means that, on the average, 
the change revealed by a new telephone 
rating is significant only about one time 
in six! The advertiser or agency who 
breathlessly awaits the next weekly 
telephone rating, with the idea of basing 
some vital decision on the trend to be 
revealed, needs re-education on the reli- 
ability of statistics and on the rate at 
which public tastes can be altered. Until 
these plain facts are understood and 
heeded, many vital radio decisions will 
only seem to be based on facts, and sub- 
stantial losses (due to unsound decisions) 
will continue. 


(b) That the most vital types of radio 
decisions are not, as a rule, those which 
require fast action (e.g., the extension 
or termination of a specific program or 
feature), but rather those broad deci- 
sions of policy which must be based on 
long and profound study. Examples are: 


(1) Whether to use daytime or evening 
radio (for a specific product) ? 

(2) What to do about summer radio? 

(3) How many programs to use? 

(4) Whether to confine each program 
to one product? 

(5) When (if ever) does a program be- 
come unprofitable because of age? 

(6) Where to locate the commercials? 

(7) Whether to use spot radio? 

(8) What network (or networks) to use? 


Basic decisions such as these are not 
often substantially affected by the de- 
livery schedule of the research work. The 
important consideration is to make the 
right decision—because the effects are 
very far reaching. 

Irrespective of the extent to which 
the reader may agree with the foregoing 
views regarding the practical importance 
of fast delivery of radio research work, 
it should be kept clearly in mind that the 
current delivery schedules of NRI serv- 
ice are dictated solely by war-time short- 
ages of Audimeters and personnel. They 
are not inherent in a radio research tech- 
nique based on the mechanical recorder. 
The ultimate delivery schedule can be 
set at any point, within reason, which 
seems to offer the wisest balance be- 
tween cost considerations and the prac- 
tical needs of clients. 

3. More skilful application to client's 
problems. It would be folly to contend 
that, within the short space of two years, 
any research organization could (a) 
learn all the problems faced by radio users 
and (b) figure out how to apply a new 
research technique to such problems. 
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We can say, however, that an excellent 
start has been made, and that current 
progress is rapid. It will undoubtedly be 
true with NRI service, as it has been 
with Nielsen Food and Drug Index tech- 
niques, that progress in the art of app/i- 
cation will continue for many years. 

It has been very interesting to observe 
that, in the radio field, progress in appli- 
cation of the new research technique has 
often been hampered by a conviction, on 
the part of many radio advertisers and 
agencies, that most radio problems are 
essentially so intangible as to be insolv- 
able! 

Evidently the fact that most: radio 
problems have, for two decades, defied 
solution by any research techniques then 
available has convinced certain radio 
men that “‘you simply can’t reduce radio 
to definite measurements.” These people 
are reluctant to place their allegedly in- 
solvable problems on the operating table, 
and the new solutions developed are 
often greeted with an unreasoning skep- 


ticism which, at times, even seems to 
contain a bit of hostility! Can it be that 
certain elements prefer to keep radio 
largely in the field of a mysterious art, 
instead of permitting it to be graduated, 
to the maximum possible extent, into 
the realm of science? 

We hope not, and we pledge ourselves 
to continue with all the intelligence and 
physical resources at our command, the 
effort (now in its ninth year) to bring a 
constantly increasing stream of light to 
bear on the art of radio advertising—so 
that, in the postwar world, sales may be 
accelerated, distribution costs decreased 
and prices lowered, thus contributing to 
the increased standard of living toward 
which the whole world is striving. 

In this difficult effort, we confidently 
rely on the continued cooperation of the 
many advertisers, agencies, and net- 
works who are sufficiently far-sighted to 
appreciate the vital nature of the goal 
toward which we are advancing together. 
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AGAINST GRADE LABELING 
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Eprror’s Note: The authors of this article feel that 
“the fundamental nature and purpose of grade labeling” 
have gradually been covered up in the heated discussions 
which have taken place in recent years on this subject. 
In this article they attempt to restate what they believe to 
be the fundamentals concerning grade labeling. 


RADE labeling is not particularly 

new. It dates back at least to the 
1920's. Moreover, it has had increasing 
acceptance. It made headlines in 1943 
when OPA proposed to require it as a 
means of facilitating price control. In 
the discussion which followed, however, 
the fundamental nature and purpose of 
grade labeling have, it seems to us, all 
but disappeared in a fog of misunder- 
standing. We make the following state- 
ments in an attempt to set forth the 
reasoning of at least two persons long 
familiar with many aspects of marketing, 
intimately in touch with the operations 
of numerous marketing agencies, and 
familiar with consumer problems. We 
are assuming that adoption of compul- 
sory grade labeling as a wartime measure 
has been set aside and that the points we 
are making will merely help clarify the 
thinking on this controversial subject. 
Although much of the controversy has 
centered about canned foods, and al- 
though many of our examples are drawn 
from this field, we believe that the follow- 
ing explanation is applicable to other 
consumer goods as well. 

We think of grade labeling as a system 
of labeling consumers’ goods according 
to grade. By grade we mean broad 
quality groups based on definite stand- 
ards. These groups should be named in 
terms which give consumers a clear idea 
of their relative desirability. The letters 
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A, B, C, or the numbers, 1, 2, 3, carry a 
concept of quality sequence which is not 
true of such ambiguous terms as“‘fancy,” 
“choice,” “select,” and the like. Brand 
labeling is the use of a name, picture, and/ 
or emblem which is designed to catch 
the eye of the consumer and to be re- 
tained in his memory so as to facilitate 
his repeated selection of that product 
when he goes to the market. Some pro- 
ducers, notably those selling canned 
foods, also set forth on the label some 
characteristics of the product, such as 
style of product or pack, size, or variety. 
This is known as descriptive labeling. It 
should be obvious that the three are not 
mutually exclusive. All three may be 
placed upon the same package with ad- 
vantage to both consumers and produc- 
ers. 


Is GRADE LABELING 
IMPRACTICABLE? 


Those who contend that grade label- 
ing is impracticable state that it in- 
volves an arbitrary grouping of qualities; 
that since arbitrary lines are drawn be- 
tween grades, consumers are confused 
and misled by grade designations; that 
grade labeling excludes qualities which 
consumers consider important; and that 
grade labeling cannot be uniform, since 
important qualities cannot be measured 
objectively. 

If one is to establish grades or classes 
of any product on some basis involving, 
for example, a top, a middle, and a bot- 
tom quality grouping, one must draw 
lines on some reasoned basis between 
grades. 
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Such lines are often arbitrary in one 
sense in which Webster's Dictionary uses 
the word; namely, that they “are deter- 
mined by decision of a judge or tribunal 
rather than by statute.” However, in 
many cases they are embodied in law 
rather than in administrative regulations. 
They are seldom arbitrary in the popular 
sense of the word, which is that they are 
established in an autocratic manner by 
the capricious will of some bureaucrat 
or group of legislators. As a matter of 
fact, most federal or state grades are 
modifications of grades already devel- 
oped by trade practice and by trade 
agreement. Furthermore, the modifica- 
tions have been developed most com- 
monly by conference with the trade con- 
cerned and the regulations establishing 
grades—and even the laws where details 
have taken the form of legislation—are 
amended as soon as it has been demon- 
strated that changes are desirable. 

There is the further criticism that 
when “arbitrary lines’ are drawn be- 
tween two grades, the products just 
above and just below the line differ less 
than do the products within each grade. 
This is obvious in the case of natural 
products in which the quality gradations 
are gradual, and where, under a scoring 
system, some units fall at each of a suc- 
cession of scores—88, 89, 90, and so on. 
It is true that there is little difference be- 
tween two cans of peaches scoring re- 
spectively 90 and 89. Yet the former is 
graded “‘A”’ while the latter is graded 
“B” along with a can scoring but 75. 
We do not consider this a valid criticism 
of grade labeling. A canner who sells 
some fruit under his top brand and 
some of a lower quality under a second 
brand must necessarily also draw such 
“arbitrary lines” if his brands are to 
mean anything. Furthermore, the best 
packed under his second brand may also 
be confusingly close to the poorest 


packed under his first brand. Likewise, 
the range in quality packed under any 
one brand may also be much wider than 
that between qualities just above and 
just below the line dividing two brands. 

In the case of those manufactured prod- 
ucts which are produced according to 
specification, and where processes are 
controlled carefully, the products of any 
individual manufacturer should show 
clear quality differences between grades 
(or brands). But the various goods sold 
by a large group of manufacturers will, 
like natural products, show continuous 
gradations so that the grade A (or 
brand X) product of Producer B will 
be only slightly better than the grade B 
(or brand Y) of Producer A lying just 
below the dividing line. 

This situation existing for both natural 
and manufactured goods points to the 
desirability of a grading system since 
the lines setting up grades provide guide- 
posts which help consumers distinguish 
poor products from good ones, poor ones 
from fair ones, and fair from good ones. 

The argument that grading excludes 
qualities which consumers consider im- 
portant is often far fetched. Style and 
appearance are frequently used as exam- 
ples of characteristics overlooked in 
grades. However, grading is intended 
to cover primarily those factors which 
consumers have difficulty evaluating for 
themselves either because of their com- 
plexity, as durability of textiles, or be- 
cause packaging prevents inspection. 
Obviously style and appearance do not 
come in this category. 

Critics raise the point that qualities 
which consumers cannot readily judge 
are excluded because they cannot be 
measured objectively as in the case of 
flavor of canned foods. Measurement 
should, of course, be of such a nature that 
the application of a system of grading 
will distinguish the superior from the 
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inferior products with at least some gra- 
dations between the extremes. 

The inability to measure specific qual- 
ities exactly and, therefore, their exclu- 
sion from the criteria used in setting up 
grades does not necessarily mean a 
weakness in the grading, since these 
qualities may be correlated with others 
which are subject to more exact measure- 
ment. For example, the often repeated 
criticism regarding the exclusion of flavor 
from the system of grading some canned 
foods is explained by the fact that it is 
generally associated with factors that 
can be measured precisely. 

The criticism has also been made that 
qualities are sometimes incorporated in- 
to grades which are not pertinent to the 
interest of the majority of consumers. 
This criticism in all likelihood arises be- 
cause the relationship between the factor 
included and that which is important to 
the consumer is not understood by the 
critics. Thus factors oftentimes are used 
in setting standards for grades which 
seem irrelevant or unimportant. For 
example, the size of the air cell in eggs 
and the number of threads in an inch of 
textile fabric may appear so to some, yet 
normally the size of the air cell bears a 
definite relationship to the freshness of 
the egg and the number of threads to the 
texture and durability of the fabric. 

It is said that grade labeling cannot 
be uniform because the measurement of 
important qualities cannot be carried on 
objectively, but depends upon the skill 
or whim of the inspectors or graders. 
This criticism is largely based on lack of 
familiarity with the techniques used by 
accredited graders. In the first place, 
whether employed by government or 
industry, graders undergo rigorous train- 
ing and develop a high degree of skill. 
Long experience alone does not suffice. 
In the second place, graders rely upon 
their judgment only in those cases where 


chemical and physical tests have not 
been developed or are too expensive for 
everyday use. Many kinds of equipment 
have been devised for use in measuring 
qualities of goods, which make the tests 
free of the vagaries of human judgment. 
Even the score cards commonly criti- 
cized are designed as a technique to im- 
prove the grader’s judgment and to bring 
about uniformity within an industry. 
Moreover, research bodies and commer- 
cial firms are constantly improving tech- 
niques of measurement, so that reliance 
upon human judgment is rapidly being 
eliminated. 

Let us point out also that commercial 
firms face the same problem when they 
train men or women to decide whether 
the product should go into their best 
brand or their second best brand. More- 
over, grades are very widely used in 
transactions between buyers and sellers 
in the wholesale trade. The uniformity 
attained by the use of these graders must 
be reasonably satisfactory since large 
sums of money depend upon their accu- 
racy. 


Does GRADE LABELING LowER 
Qua.ity oF Goops? 


It is claimed that labeling goods ac- 
cording to grade would tend to lower 
quality because it would not only re- 
move incentives which lead producers to 
improve their products, but would actu- 
ally encourage them to reduce quality 
to the lower limits of given grades. This 
point must be examined, first, as a part 
of a price control scheme and, second, as 
a peacetime guide to consumer buying. 

In wartime, with its labor and material 
shortages, prices tend to rise while at the 
same time quality of many goods dete- 
riorates. If prices are held down, there is 
an increased tendency to lower quality. 
If price control and grade labeling were 
imposed simultaneously, there might 
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well be instances in which producers in 
the top range of Grade A would lower 
quality to the minimum tolerated for the 
grade. At the same time, however, others 
near the top of Grade B would try to 
“make” the A grade. Thus on the aver- 
age the quality would not be lowered— 
at least not because of grade labeling. 

Likewise premium prices for higher 
grades will in normal times encourage 
producers whose goods fall near the top 
of the grade to improve quality in order 
to make the higher grade. Undoubtedly 
some producers will reduce quality to 
the lower limits of a grade. On the other 
hand those who follow good merchandis- 
ing practices and who acquire a reputa- 
tion for fair dealing with consumers will 
be able to secure a higher price for those 
goods ranging near the top of the grade 
than for those near the bottom. For ex- 
ample, in California, where state law 
required grade labeling of eggs before 
OPA days, some egg dealers marketed 
two brands of grade A eggs, one con- 
sistently near the top and one consist- 
ently near the middle or bottom of the 
grade, and obtained premium prices of 1 


or 2 cents a dozen for the higher quality 
brand. 


Doers GrapDe LABELING ELIMINATE 
BRANDS AND ADVERTISING? 


Grade labeling will not, in our judg- 
ment, eliminate brands. Although a few 
extremists have advocated elimination 
of brands or possible substitution during 
wartime of a “Victory Brand” most ad- 
vocates of grade labeling have no such 
notion. 

We have already shown that when 
goods are sold by grade there is a range in 
quality between the upperand the lower 
limits of each grade, and that in normal 
times within a given grade, it is possible 
for producers to obtain premium prices 
for superior goods. This is true of an indi- 


vidual producer selling goods of more 
than one quality within a given grade 
and of several producers each selling 
goods within a grade. Each producer will 
wish to identify his goods by a brand in 
order to distinguish them from those of 
others producers. Thus, there is as great 
inducement for the use of brands with 
grade labeling as without it. And as long 
as producers use brands they can, with 
advantage, advertise them and thus ad- 
vertising will not be eliminated. Even if 
brands, as we now know them, were elim- 
inated, firms with a good product would 
still find that advertising paid. The firm 
name, in effect, would become the brand! 

A recent survey of 1,020 women re- 
vealed that nearly three fourths of those 
who had noticed the ABC labeling on 
cans stated that such labeling had made 
them more favorable to the brands in 
question.! Instead of eliminating brands, 
grade labeling may be expected to in- 
crease confidence in them. Certainly the 
additional words “Grade A.” “Grade 
B,” or “Grade C” or “1,” “2,” “3,” will 
not force the brand off the label. 


Wou_Lp THE GENERAL ADOPTION OF 
GRADE LABELING CHANGE OuR 
Economic SysTEM? 


The prediction that the adoption of 
grade labeling would change our eco- 
nomic system is apparently based upon 
the assumptions that grade labeling 
means the imposition of arbitrary grade 
specifications by a capricious bureauc- 
racy, that producers become anony- 
mous by reason of the elimination of their 
brands, and that grade labeling would 
be compulsory for all consumers’ goods. 

We have shown that regulations need 
not be imposed upon industry by gov- 
ernment but should be developed by con- 
ferences including representatives of 


1 Salisbury, Philip, Do Housewives Want Grade Labels? 
Sales Management, August, 1943, Pp- 30-34. 
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government, producers, the trade, and 
consumers; we have also shown that 
grade labeling should not eliminate 
brands. Even if grade labeling were made 
compulsory, it would not involve a 
change in our economic system. Manu- 
facturers of some consumers’ goods en- 
tering interstate commerce are required 
by federal law to observe legal minimum 
standards. In addition, many states have 
their own standards such as minimum 
quality standards for fruits and vege- 
tables and, in some cases, compulsory 
grade labeling. Since September 1935 
California has required retail butter 
packages to be labeled 1, 2, or 3, and 
since 1939 has required that egg cartons 
or retail egg displays be labeled AA, A, 
B, or C. Both laws have worked well and 
with no change in our economic system. 

Grade labeling would, it is true, re- 
quire the producer to meet one or more 
additional standards for his goods—the 
minimum for each of the grades above 
the legal minimum. But can one say 
that a change in our form of govern- 
ment is involved when we require the 
producer of a third quality product to 
use the term “Grade C” along with 
his beautifully lithographed ‘Preferred 
Brand” to help the consumer distinguish 
_it from his own or another’s first quality 

“Perfection Brand’? 

Grade labeling does not eliminate “‘free 
enterprise” except for him who wishes to 
deceive. As our economy has become 
increasingly complex, the number of 
products available to consumers has 
‘become correspondingly diverse. Since 
no consumer can know about so many 
products, this diversity of products 
plays into the hands of the unscrupu- 
lous element which finds its way into 
every trade, and which seeks to profit 
by cheating or at least fooling the 
consumer. For example, most men in the 
grocery trade know that canned fruits 


and vegetables labeled “Fancy” are 
better than those labeled “Extra Stand- 
ard,” but the above-mentioned survey of 
1,020 women brought out the amazing 
fact that 36 per cent considered “Extra 
Standard” the highest quality. 

Proposals to require grade labeling 
are designed to simplify the consumers’ 
problem. They aim to accompany pres- 
ent brand names with a simplified ter- 
minology understandable to everyone 
who has learned his ABC’s or has learned 
to count, and who therefore knows 
that A comes before B or 1 comes be- 
fore 2. 

Many manufacturers now carry 
“fighting brands” made necessary by 
price cutters who seek to foist on the 
public low quality products for which 
they make extravagant claims and on 
which they use attractive brands. Grade 
labeling would let consumers know the 
truth. Grade labeling should also help 
the small producers of good products 
sell their wares and may to that extent 
limit the premiums available to the big 
advertisers. But such disadvantage to 
the big operators would be offset by the 
elimination of much unscrupulous use of 
colorful brands and misleading advertis- 
ing, all within the framework of a free 
enterprise system, and with only minor 
changes in trade practices. 


Do ConsuMERS WANT 
GRADE LABELING? 


Frankly, we do not know whether 
consumers want grade labeling; neither 
do its opponents. Consumers do not ask 
for things until they have come to know 
them. And surveys are not very enlight- 
ening. Asking women about things they 
do not know, have not thought about, or 
have not experienced, brings forth a con- 
fusion of answers. Thus in the widely 
quoted Roper study 70.8 per cent of the 
women queried replied in answer to one 
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question that they usually pick a certain 
brand of canned fruits and vegetables, 
but in answer to another question, only 
25.7 per cent said they looked for the 
brand on the label. In this study only 5.2 
per cent of those who examined the label 
looked for the grade.? However, in the 
more recent survey by Sales Management 
cited above in which an effort was made 
to explain the terms used, three fourths 
of the women expressed a preference for 
the ABC plan of labeling canned foods. 

Grade labeling of consumers’ goods 
has not been given a trial and until con- 
sumers have a fair chance to try it out 
it is impossible to say with any degree of 


Roper, Elmer. 4 Study of Certain Attitudes of 
Women toward Canned Fruits and Vegetabies. (June, 
1941). A Report to the National Canners Associa- 
ion. 


certainty that they either approve or dis- 
approve of it. 

We believe most consumers would ap- 
preciate grade labeling along with brand 
and descriptive labeling once they came 
to know what to look for. The consumer 
has no interest in great refinements and 
has not time to consider all the factors 
that distinguish an A-grade product 
from a B-grade product. Some short cut 
to getting the goods desired is necessary. 
Apparently brands alone have not en- 
tirely met the needs of consumers. We 
know from personal contacts that con- 
sumers are confused by the present sys- 
tem of labeling. We believe the use of a 
simplified system of ABC labeling in 
connection with the brand and any de- 
scriptive material the producer wishes 
to use would help relieve the confusion. 








THE PERUVIAN FOOD MARKET AND 
THE WORLD WAR 


JOHN B. SCHNEIDER 


Eprror’s Note: This article and the one which follows 
provide some most interesting observations of the impact 
of the war on marketing in two foreign countries. Mr. 
Schneider is Chief Economist, American Food Mission, 
United States Embassy, Lima, Peru. T. E. Beattie, 
Sormerly of the University of Illinois, was with the U. 8S. 
Army in Italy in Fune, 1944, when he wrote his article. 
His comments are based on observations in numerous cities 
and towns in occupied Italy during March-Fune, 1944. 


BEFORE THE WAR 


ARKETING in the towns and vil- 

lages. On the coastal desert trav- 
ersed by ‘occasional irrigated valleys; on 
the high, bleak Andean Plateau; on the 
river banks of the densely wooded Ama- 
zon Basin; and in all parts of Peri where 
man has banded together into communi- 
ties, generally once per week though at 
times more frequently, in the pre-war 
period the municipal market supplied 
the local populace with food. Fresh 
fruits and vegetables were brought in by 
local farmers as were the corn, barley 
and beans. Fresh meat came to market 
daily from the local “‘camal” or slaughter 
house maintained by every municipality. 
A chicken, a duck or even a turkey could 
be had anytime the home flock became 
depleted. An egg or two could always 
be had. 

True, those few who could afford to 
insist on the luxuries of flour made from 
wheat imported from Argentina, canned 
fruit from Chile or the United States, 
canned milk from distant Holland, proc- 
essed meat from the United States or 
Argentina, were in the part responsible 
for some small complication in the mar- 
keting system. On the whole, however, 
the system was very simple. The munici- 
pal market was the meeting place where 
producer sold direct to consumer. There 
was very little sales promotion. In fact, 
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the sale itself was often incidental. The 
market was a social institution, a place 
to visit, an opportunity to get away 
from loneliness—even an opportunity to 
get away from work which the tropical 
sun so effectively discourages. 

There was very little storage. Dried 
corn was hung under the roof of the farm 
house; beans were buried in the sand, 
meat was dried in the sun; potatoes were 
dehydrated by an alternate freezing and 
thawing process in the high Sierra and, 
on the coast, were placed in simple stor- 
age for a month or two in the home of the 
farmer. Generally for most foods there 
was a feast or a famine situation. How- 
ever, storage was not so indispensable to 
life as in cold climates. The perpetually 
mild climate and the kindly soil were 
giving forth some types of food nearly 
all the time. True, there were no pota- 
toes on the market except during local 
potato harvest. Nor were there tomatoes 
except during local tomato harvest. This 
was true for nearly everything. And what 
could not be produced locally, was sel- 
dom on the local market. But then, var- 
ied diets the year around, were only the 
queer ideas of “gringos.” One could fill 
his stomach as well, whether only with 
potatoes, or only with beans, or only 
with rice. Grading, packaging, refrigerat- 
ing? What need was there for all this? 

Marketing in the capital. However, 
that was the situation in the “country” 
before the war. In Lima, a city, with its 
suburbs, of about two-thirds of a million 
persons, food marketing methods had 
evolved slightly, though not a great deal. 
Instead uf having one municipal market, 
there were eight neighborhood municipal 
markets and, in addition, each of the 
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eight suburbs had its own municipal 
market. Here and there was a food store; 
the Chinese merchant with his rice, 
beans, securely locked canned goods 
stocks, and other dry groceries; in down- 
town Lima, a sausage, cheese, butter and 
egg store; or, out in the exclusive sub- 
urbs and catering to those with money, 
a store completely stocked with canned 
goods, bakery goods, processed meats and 
liquors. But if one wanted potatoes, 
fruits, green vegetables, fresh meat, or 
fish, there was but one place to go—the 
municipal market. 

The municipal markets in Lima and 
suburbs differed from those in the vil- 
lages. Here the seller was not the pro- 
ducer but a retailer. There were many, 
many retailers, each with his little stall 
rented from the city, or, more accurately, 
her little stall, for most retailing was car- 
ried on by women. Lima was the one 
market to which produce moved from 
all parts of Per4. The means of trans- 
portation were, first, the llama, burro or 
mule, then either truck, railroad or boat. 
By the time of the war, the truck had 
become a vital marketing link within the 
country. 

The trucker moved produce from 
across the Andes and up from the South 
or down from the North to the lode- 
stone, Lima. He not only transported, 
but, most important, he purchased small 
lots—for example, a bunch of bananas at 
a time—assembled a load, and paid for 
it. Credit and consignment selling were 
virtually unheard of. He sold the prod- 
uce at “La Parada,” the combination 
wholesale and retail market in Lima. The 
buyer was usually a wholesaler. His 
records were under his hat and his place 
of business was wherever the trucker 
chose to stop. His only claim to fame was 
that he had the cash with which to pur- 
chase the entire load. 

In the absence of a wholesaler, job- 


bers and retailers purchased portions of 
the load. If the wholesaler purchased the 
load, it was unloaded at the nearest con- 
venient spot and parcelled out in gaso- 
line-box (capacity, two five-gallon cans) 
units to jobbers and retailers. The job- 
bers would generally sell in the various 
neighborhood municipal markets to re- 
tailers who could not or did not choose to 
go to the wholesale market. The produce 
was brought to such retailers on human 
or animals backs, on buses, in taxis hired 
out for the purpose, on two-wheeled 
trucks and sometimes even in automobile 
trucks. All the business was done on a 
cash basis. 

The marketing of fish was much the 
same as the marketing of fruits and vege- 
tables. The fishermen generally sold his 
small load to a wholesaler who paid cash, 
spread his purchases on the wharf, and 
sold in smaller lots, by the dozen, to 
jobbers or to retailers. Livestock moved 
through the country buyer who sold 
direct or through another middleman to 
Frigorifico Nacional, a company which 
had the exclusive right to slaughter and 
sell all the meat requirements of Lima 
and its suburbs. The retail meat stands 
in the municipal market received sup- 
plies of fresh meat daily. 


DuriInGc THE WAR 


Into this calm came the World War 
like a bombshell. As in the falling of any 
bomb—some things may remain the 
same, but some things change and some 
things even disappear—so in Per: many 
aspects of the food marketing system 
remain the same, but important and 
vital changes are taking place. 

Decreased supplies. The first direct 
impact of the war was the decrease in 
food imports which affected especially 
the Lima market. Between 1939 and 
1942 fruit and vegetable imports de- 
creased 7 thousand tons or 55%. Grain 
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imports decreased 19 thousand tons or 
13%. Grains consisted primarily of 
wheat and rice both of which are impor- 
tant in the diet in Perd and both of which 
are important import items. Wheat came 
from Argentina largely and rice from the 
Orient. Dairy product imports, mostly 
canned milk, decreased 3 thousand tons, 
a drop of 61%, most of which, fortu- 
nately, has been offset by expanded local 
production. Total food imports declined 
28 thousand tons or 16%. 

The first indirect impact of the war 
came as a result of the decrease in the 
number of trucks and truck tires, which 
are important in retaining the trucker 
who is so vital in the local marketing 
process. Importation of trucks virtually 
ceased. Truck tire imports decreased 
from 45 thousand in 1941 to 6 thousand 
in 1942. Since driving conditions in Pera 
are especially hard on trucks and tires, 
the lack of replacements was soon felt 
in the food market. New demands were 
also developing which the decreased 
number of trucks could not meet. Haul- 
ing lumber from the distant forest to 
replace that which formerly had been 
imported was more profitable than haul- 
ing food. Driving in coast flat country 
was safer with worn trucks and tires 
than driving across the steep Andes. It 
was safer to stay close to home than to 
take long trips. Farmers no longer found 
a sufficient number of trucker buyers in 
the market so that the consequent 
buyer’s market forced their prices down 
to unprofitable levels. As a consequence, 
many farmers ceased bringing their 
goods t= the local markets. 

Another indirect impact of the war 
was that roads into the rubber country 
were being built. Mines were booming. 
The farmers were being called away from 
the land. Higher wages seemed too en- 
ticing to refuse. Consequently food pro- 
duction was lowered. Moreover, greater 
incomes kept a larger portion of the food 


in the Sierra. Therefore, a smaller pro- 
portion of a smaller volume of food was 
being made available to Lima. For exam- 
ple, fresh meat production in the Callao 
packing house, which receives practically 
all supplies from the Sierra and which 
supplies all Lima and surrounding areas, 
decreased from an annual 26 thousand 
tons in 1941 to 17 thousand in 1943, 
though some meat may have moved di- 
rect to consumers. 

Increased prices. The combination of 
decreased supplies and increased money 
incomes throughout the country has 
greatly influenced the cost of living. Of- 
ficial figures of Banco Central de Re- 
serva del Peri show an increase in the 
retail price of food in Lima from an index 
of 212 (1913 =100) in January, 1942, to 
227 in January, 1943, to 256 in Decem- 
ber, 1943. The increase was accelerated 
in 1943. Between December, 1941, and 
December, 1943, the official price of beef 
increased from S/1.38 to S/1.98 per kilo, 
pork from S/1.52 to S/2.22, fresh milk 
from 45 centavos to 60 centavos per liter. 
In the country markets, although the of- 
ficial price level was generally lower than 
in Lima, the price increases were often 
proportionally larger. Furthermore, it is 
often difficult and at times impossible to 
buy at official prices. There is reason to 
believe that the price level has increased 
more than the index numbers indicate. 

This tendency for the consumer price 
to rise and for the producer price to fall 
has placed the middleman in a most for- 
tunate position. His brightest prospects 
have been in Lima so he has scoured the 
country side for foodstuffs which he 
could sell in Lima. As a result, small vil- 
lages, which had been serene for years, 
suddenly found the supply of some foods 
completely depleted. Even during har- 
vest time a commodity might be scarce. 
The quantity involved may be large 
enough to affect the village but still so 
small that it would have little effect on 
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the supply of Lima. Nonetheless, local 
papers in the country screamed accusa- 
tions at Lima charging it with causing 
serious increases in prices, depriving the 
villages of foods, and even of selling the 
food abroad. As a matter of fact, how- 
ever, food continued to be scarce in Lima 
and the charge of foreign sales was not 
based on fact. 

Price ceilings. One of the first steps at 
control was to set price ceilings. The gov- 
ernment set specific price ceilings on cer- 
tain food items but these applied gen- 
erally only to Lima and suburbs. In other 
parts of the country each municipality 
set its own price ceilings. Evidence at 
hand indicates a crazy-quilt pattern of 
prices resulted though no one knows its 
exact nature. The one underlying objec- 
tive of the price ceilings was to keep 
prices down to consumers. 

Since nearly all important foods were 
sold in municipal markets, it was consid- 
ered simple to keep prices in check. But 
it was easier said than done. There are 
no standards of size or quality to which a 
price may be tied. Furthermore, the mar- 
ket has always been a place to higgle. 
One buyer, who can and will, may pay 
two or even three times that of another 
for identical merchandise at virtually the 
same time and in the same place. Then 
the day-to-day fluctuations, particularly 
for perishables, may be very large. Some 
municipal officials have required the 
posting of price signs. This is a real inno- 
vation and has been of some help. A 
buyer too persistent in insisting on buy- 
ing at the indicated price may be told 
with a full counter staring him in the 
face, “no hay,” “there isn’t any.” Some 
municipalities have gone so far as to fine 
sellers or even to confiscate the product. 
But the consequence of such action often 
is that the product fails to appear on the 
market. It may be peddled from house to 
house in the village, or better still, in 

the city” where detection is more dif- 


ficult. Even fresh meat is so peddled. 

Food boards. A second step at control 
has taken the form of setting up Food 
Boards. The aim has been, in part, to 
supplement the price ceiling program, 
but primarily to prevent food from disap- 
pearing from the community. Police 
were placed on the highway to prevent 
any movement of certain foods from the 
area unless a written permit had been 
granted by the Food Board. Local needs 
had to be met before any one could re- 
ceive such a permit. This would be diffi- 
cult to ensure with adequate enforce- 
ment machinery. Without it, one can 
easily imagine the abuses to which such 
a program might lead if seriously en- 
forced. Stories are told of men leaving 
the Sierra with a herd of livestock which 
they hope to sell in Lima. As they drive 
their cattle through town after town, the 
are required to leave ten per cent of the 
herd to meet the demands of each town, 
and at the low established ceiling prices. 
Before these men and their livestock are 
well on the way to Lima, the herd is 
gone. Every conceivable device is used 
to avoid such control, but attempts at 
enforcement proceed and with some suc- 
cess in certain localities on certain foods. 

Direct government selling. Many munic- 
ipalities and even the government have 
felt it would be necessary to go further in 
order to assure food supplies at low 
prices. Special municipal stands have 
been set up in the municipal market. In 
Lima, government stands are being op- 
erated, where some of the basic foods, 
such as potatoes, are sold at the ceiling 
prices. Supplies for these stands are se- 
cured, in part, through the cooperation 
of the Food Boards, which require that 
a certain amount be offered on the local 
market. But the supplies are small and 
often the quality is very poor. Neverthe- 
less, the lines waiting are generally long 
and only a small amount is sold to each 
customer. This system of depending for 
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supplies on the Food Board still prevails 
in very many communities of the coun- 
try, except in Lima. Rice is the only ex- 
ception. 

The Peruvian Government has as- 
sumed the responsibility of buying, dis- 
tributing and selling all the rice con- 
sumed in the country. The total volume 
involved is nearly 90,000 metric tons. 
Large purchases were made in Chile and 
in Ecuador, and the entire Peruvian crop 
was purchased by the government. The 
government could not conveniently cre- 
ate the organization necessary to carry 
on this huge task of performing all the 
marketing processes. It did purchase the 
rice from abroad through a government 
representative and purchased also the 
local rice crop through representatives in 
the country. It then contracted through 
rice millers, who were not happy to have 
lost their trade, to clean and polish the 
rice. Contracts had to be let for trans- 
portation and storage of the crop. Grades 
were introduced. 

Retail sales of rice are made in govern- 
ment stalls or through certain selected 
retailers. But, though supplies have in- 
creased and many retailers are used to 
distribute the product, it is very often 
necessary to wait in long lines for a 
chance to buy. Since there is no system 
of rationing, private stocks can be built 
up by those who have the means and are 
willing to have their servants and their 
servants’ children stand in line for them. 

After paying growers a remunerative 
price, paying ali the expenses of storage 
and distribution and selling for a price 
lower than paid the grower, the govern- 
ment incurs a loss which is not small. 
Furthermore, many communities feel 
they are not getting their fair share of 
the product. This is a delicate task for 
the government to assume. However, 
this product is more readily available 
than some others which, except for an 


official price ceiling, have a free market. 

The government has also undertaken 
another marketing project. It has under- 
taken to purchase from growers certain 
of the more common bean varieties. This 
is primarily a price support program 
Growers are not required to sell all their 
beans to the government. The volume is 
not so large as for rice. The total produc- 
tion and consumption is estimated at 
about 20,000 tons of which the govern- 
ment purchased only about 8,000 tons. 
This portion of the crop is to be sold in 
the same way as rice, though the larger 
part of the crop is free to move through 
regular channels. 

For commodities other than rice, 
though the list of items is limited, the 
government has gone into the market 
and purchased in competition with 
others and has sold at its own stalls at 
the ceiling prices. Potatoes constituted 
one of the important items. Unfor- 
tunately the government could not se- 
cure adequate supplies to meet the de- 
mand. Whereas the official ceiling price 
in Lima was 26 centavos per kilo, the 
prevailing market price was closer to 
S/ 1.00 per kilo. Effective April 1, 1944 
the government took drastic steps. No 
one was permitted to purchase for the 
Lima market other than the government 
and no one in Lima was permitted to sell 
potatoes unless he secured his supplies 
from the government which then could 
better insure resale at official prices. At 
the present time (April 12, 1944) pota- 
toes can be purchased readily at the of- 
ficial price. 

Warehousing and refrigeration. The 
government is assuming more and more 
of the task of marketing food. To per- 
form this task it must have storage facil- 
ities. Though a system of warehouses 1s 
said to have been an integral part of the 
social institutions under the Incas, since 
that time storage of any type in Pert has 
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been rare indeed. Certainly there have 
been no government warehouses nor has 
there been any system of public ware- 
housing. To fill the urgent need for ware- 
housing rice and beans, old buildings 
have been repaired and - fumigation 
chambers have been installed. Beans are 
already stored in Ica, Chincha, Huacho 
and Pimental. Plans are already well 
under way to construct a new warehouse 
especially for beans in Pacasmayo and 
another in some other location still to be 
chosen. Rice is stored in producing areas 
but primarily at Callao. Another new 
warehouse to be used particularly for 
potatotes is nearly completed at Oroya. 
All these warehouses are of a general dry 
storage type which can be used effec- 
tively for a variety of commodities. The 
government is studying the possibility 
of constructing special silo types for 
grain. 

Refrigerated storage is a vital link in 
the marketing process for perishables. 
Such facilities are very meager at pres- 
ent. Under war conditions they are dif- 
ficult to acquire. However, a new inter- 
est in refrigeration is developing, and 
certain consequences of the war make the 
need for refrigeration more essential 
than in the past. If once refrigeration 
establishes a real foothold in Pera, mar- 
keting will be revolutionized. At pres- 
ent, there is very little refrigeration at 
the processing level, virtually none at 
the wholesale or retail level, and prac- 
tically none in the field of transportation. 

The present meat situation may help 
to change this picture. Since the produc- 
tion of fresh meat has been so drastically 
reduced in the Lima market, as previ- 
ously indicated, frozen meat is being im- 
ported from Argentina. Virtually un- 
known in 1941, imports reached over 
1000 tons in 1942 and again in 1943 and 
are expected to reach at least 4000 tons 
in 1944. Once consumer reluctance to 


take frozen meat is overcome, as it will 
be only when retailers learn how and are 
properly equipped to handle such a 
product, a vista of national distribution 
is opened up. 

The greatest boom would be, not the 
increased quantity of imported meat 
available, but an acceleration of a revo- 
lution in the livestock marketing proc- 
ess. The present local “camal” in every 
community, disposing of its offal care- 
lessly so that some of the liquid finds its 
way into the community drinking water, 
could be replaced by large scale modern 
packing houses in key producing areas. 
Such packing houses could have ade- 
quate health standards for workers, with 
effective control in eliminating diseased 
meat, and with suitable disposition and 
utilization of offal. No longer would it 
be necessary to drive animals over hun- 
dreds of miles, over rugged ranges, 
through deserts, nearly to a point of 
starvation, in reaching a market in Lima 
where the seller can be forced to take any 
price offered because there is no a!terna- 
tive. The entire livestock industry would 
be given a boost. More and better meat 
would be produced. Both producer and 
consumer would benefit. Even those who 
at first thought may think they will lose 
could, if they saw the coming of future 
events, profit by helping to bring about 
the desired change. The health of the 
entire population would be aided. 

Another impetus to the introduction of 
refrigeration in the marketing process is 
being given by the fish industry. Off the 
coast of Perd, everyone admits, and it 
has been definitely demonstrated, there 
exists an unbelievable volume of fish and 
other sea products. Yet these sea prod- 
ucts are virtually unknown except within 
a few miles of the coast. Possibly, as the 
story is told, the Incas of ancient times 
did enjoy daily fresh fish from the ocean 
but the present population in the Sierra, 
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which constitutes the bulk of the Peru- 
vian population, enjoys few such dishes. 
The wartime demand for canned, dried 
and salted fish has encouraged the ex- 
pansion in production of “Bonito,” the 
poor man’s fish, which represents about 
two-thirds of the catch, from 1000 tons in 
1940 to 18,000 tons in 1943. Production 
in 1944 is expected to reach 27,000 tons. 

The Peruvian’s aversion to almost all 
types of preserved food, except dried 
meat and dried potatoes in the Sierra, as 
might reasonably be expected in a tropi- 
cal area, is being overcome. To fit the 
necessary processing techniques into the 
wide fluctuations in the size of the daily 
catch of fish and to utilize effectively the 
necessary labor which, at present is quite 
scarce, refrigerated storage is essential. 
This need must and will be met. Plans 
are well on the way. As with meat, so 
with fish, the entire population would 
benefit from the introduction of refriger- 
ation. The world market |could be most 
easily retained and expanded and also a 
greatly expanded national market can be 
developed. Another result also would be 
the by-product advantage of fish meal so 
vitally needed by the livestock industry 
of the country, and fertilizer so badly 
needed by all farmers now that guano 
production has been so drastically re- 
duced. 

Cooperative buying and selling. Another 
marketing development, resulting in 
part from the war, is the impetus being 
given to cooperative marketing among 
both producers and consumers. A “‘Sec- 
cidn” staffed by two men was created in 
the “Direccién de Agricultura” of the 
“Ministerio de Fomento” in June, 1941, 
to assist producer cooperatives in their 
organization and operation problems. In 
April, 1942, the “Seccién” was enlarged 
toa“Departamento” and given the added 
responsibility of organizing and aiding 
producer, consumer, and credit coopera- 
tives. The “Departamento de Coopera- 









“Direc- 
ciébn de Agricultura” from the “Minis- 


cién” was transferred with the 


terio de Fomento” to the Ministerio de 
Agricultura” and is now staffed with six 
men, some of whom have studied the 
cooperative movement in the United 
States. 

The modern type of cooperation is a 
very recent development in Pera. With 
the breakdown in transportation and 
consequent decrease in trucker buyers 
and falling prices in the country even 
though consumer prices were rising, 
many farmers have felt they could band 
together and market collectively better 
than they could individually. Con- 
sumers, seeing their prices skyrocket 
while producer prices were in many in- 
stances remaining the same or even 
lower, have felt they could gain from 
common action in purchasing. The move- 
ment may be only a war phenomenon 
but, properly directed and effectively 
managed, the movement can affect the 
economy in many important ways. 


AFTER THE WAR 


Thus the war, with its economic con- 
sequences on Pera, may shake perma- 
nently from its lethargic pattern the 
marketing processes of the country. The 
entry of the government into direct mar- 
keting of foods may be but a passing 
phase. However, the introduction of 
storage, the introduction of refrigeration, 
and the introduction of cooperative mar- 
keting, should bring in their wake im- 
proved credit, improved transportation, 
improved grading, improved promotion 
techniques, improved marketing in all its 
forms and improved production as well. 
In this improvement, the people of Peri 
can benefit and also the people of the 
United States. The business men of both 
countries and the educators of both 
countries can play a vital role in bringing 
about this improvement, if they only 
will. 
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COMMENTS ON 


MARKETING IN 


SOUTHERN ITALY 
T. E. BEATTIE 


suffered serious dislocations be- 
cause of the war. Consumer goods short- 
ages, inflated prices, and extensive black 
markets are apparent even to the ama- 
teur observer. Such dislocations, super- 
imposed on customary features of mar- 
keting, present an interesting contrast of 
old and new. 

Provincial inland cities such as Ariano, 
Ascoli, Potenza and others, have felt the 
impact of war much less than those near 
the seacoasts. It is true that some inland 
citizens along rail lines do a thriving 
business selling fruits and nuts to troops 
passing through by rail, but this activity 
is but a ripple on the surface of a retarded 
system. Perched high on some hill or 
mountain, many inland cities are hardly 
accessible except by mule-drawn carts. 
What goods are shipped in by rail arrive 
at railheads in the valleys and from there 
are transported laboriously to the city 
by cart. Marketing is most primitive 
here. Shops are few and poor, the towns- 
people being farmers who are able to 
produce most of their own necessities of 
life. Since roads to larger towns are fairly 
good, if the inland citizen can not get 
what he wants in his rural town, he can 
harness his mule to a two-wheeled cart 
and make a lazy trip to some “shopping” 
city. Such trips are few and far between. 

As one approaches the coasts, he finds 
that cities grow larger and modern, so 
that by the time seaports like Naples, 
Bari, and Taranto are reached, business 
sections are quite extensive and market- 
ing more modern and more complex. 
Actually, certain port cities have elab- 
orate shops, modern marketing practices, 


Miwa in Southern Italy has 


good street rail transportation facilities 
in the downtown areas, and adequate 
port and rail facilities for the shipment 
of goods. It can hardly be said that these 
progressive cities typify southern Italy, 
but they do serve as hubs of trade to- 
ward which the more well-to-do con- 
sumers gravitate and from which stocks 
of goods radiate out to provincial mer- 
chants. 

Medium-sized towns, on or near the 
coasts (e.g. Cerignola, Barletta, Foggia 
and Manfredonia) are more typical than 
either those far inland or those which 
are principal ports. In the medium- 
sized towns, store structures and shop- 
ping districts—except in bombed areas 
—are much as they were.' In the stone 
buildings which extend like a con- 
tinuous wall throughout the length of the 
block, shops (megozio) still occupy the 
front portion of the ground floor; the rear 
still serves as living quarters for the 
proprietor and his family, and often it is 
easy for the customer to get over-the- 
counter glimpses into the family life to 
the rear. No one seems to mind. 


RevralL FAcILities 


Shop interiors are small, crowded, 
poorly lighted, cold in winter and hot 
and smelly in summer. Fixtures are few: 
a stubby counter at the rear; a few wall 
cabinets and storage drawers; and a 
chair for the proprietor to sit on during 
slack hours. In winter a prominent fix- 
ture is a hammered brass charcoal bra- 
zier to heat the store. Now and then an 


1In bombed areas shops have been ruined or aban- 
doned. Often the wreckage has been taken over by 
bootblacks, hawkers, and beggars. 
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especially progressive establishment may 
have a computing scale or a cash regis- 
ter;? more commonly, however, a primi- 
tive balance scale and cash drawer 
suffice. Always there is a wall shrine to 
the Virgin Mary or to some patron saint. 

A very characteristic feature of every 
store is the provision for security. In 
some towns all stores have across the 
top of the store front a roll of steel slats 
which, like the top of a roll-top desk, can 
be pulled down and locked during siesta, 
and at the end of the business day. 
Where wood is more plentiful, heavy 
timber doors with huge locks and hasps 
are used for security instead of the roll of 
slats. During summer months, when flies 
are thick, the merchant faces the prob- 
lem of coping with the fly problem with- 
out screens. So he hangs in his doorway 
a linen sheet or strands of beads and 
chains which the customer must sweep 
aside with one arm upon entering or 
leaving the establishment. Many mer- 
chants may be seen during the day shoo- 
ing flies away from shop windows by 
means of a fig or olive branch. 

Down the crooked streets lumber mule 
carts carrying produce which is sold at 
wholesale to stores and at retail from 
door to door. In an afternoon one may 
see cartloads of greens, fuel, freshly- 
butchered meat, and wine. Even milk is 
peddled from door to door while flies 
swarm around the cart’s bulk containers. 
At all hours of day and night carts and 
bicycles can be seen hauling produce on 
roads leading to and from cities and 
towns. Occasionally, heavy Fiat trucks 
may be seen along highways leading to 
large cities; such trucks are conspicuous 
for wasted loading space. Even where 
railroads are used for the movement of 
goods, utterly lacking are modern re- 
frigeration, proper loading, and planned 
market distribution. 

? Confectioners have good equipment as a rule. 


Shopping districts in provincial towns 
of medium size follow a uniform pattern. 
Principal stores border each side of the 
main thoroughfare, while the secondary 
establishments straggle along the side 
streets. Each town has a few grocery 
stores; a bakery (dottega); two or three 
drug stores (farmacia); a bookshop or 
two (libraio); perhaps a creamery (/at- 
teria); numerous wine shops (salone); 
and scores of barber shops (sala de barba). 
Often, especially in towns formerly with- 
in the tourist’s reach, confectioneries are 
many and well equipped. Frequently 
crafts shops are to be found within the 
principal shopping area; hence, a tin- 
smith’s, a wheelwright’s, or a_black- 
smith’s shop are not uncommon. In most 
cities there is an open market for garden 
produce and a section set aside for side- 
walk stands offering notions. 

A brief description of certain estab- 
lishments may be appropriate. Farmacia 
are primitive and picturesque, with 
herbs, powders, and liquids displayed 
along the walls and on the counters in 
bottles of all sizes and shapes. Packaged 
drugs are seldom seen, and those which 
are for sale are so high in price that they 
are chiefly a “curiosity” item for many 
natives. 

Libraii are surprisingly good, although 
cheap printing and paper binders typify 
the books. Communistic and socialistic 
newspapers and periodicals are very 
popular. Sometimes, Fascist magazines 
still are available and may be bought for 
little or nothing because booksellers are 
anxious to get rid of the stuff. 

Native bakeries are primitive in the 
extreme and are more in the category of 
a personal service business than anything 
else. Bread is made to order for house- 
wives who bring their own dough in 
baskets to a professional baker. The 
housewife may wait for her bread to be 
baked or, if she wishes, may have the 
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bread delivered for a small fee. Delivery 
is unique: loaves are carried on a long 
board, balanced on the head of the 
baker’s apprentice who makes delivery. 
It is quite a sight to see a baker’s boy 
darting through traffic with eight or ten 
loaves of bread on his head. No attempt 
is made to maintain sanitary conditions. 

General merchandise stores are a pot 
pourri of poor-quality goods poorly dis- 
played. What is not thrown on the small 
counter is crammed into drawers and 
wall cabinets. A single cabinet may 
contain a mixture of oil lamps, wine 
glasses, embroidered work, pipes, and a 
dozen or more other unrelated items. 
Usually there is no attempt at depart- 
mentalization;? sales appeal is lacking, 
too. 

Barber shops are everywhere and are 
the elite of the shops—with handsome 
wall mirrors, marble wash bowls, and 
ample space. Most shops have three 
chairs, three adult barbers, and a shop 
boy. While a few barbers make relatively 
high investments in driers, clippers, and 
the like, these are a distinct minority. 
More typical are manual tools, wooden 
chairs with removable sawdust cushions, 
and a dearth of powder, shaving cream, 
and toilet water. Conspicuously absent 
—even among natives—is the barber- 
customer repartee and the reading mate- 
rial so common in American barber 
shops. 

Open markets, with their wrangling 
buyers and sellers, are colorful. The 
market of one city, Barletta, on the 
Adriatic coast, will suggest what might 
be expected. Sidewalk stands, covered 
by corrugated tin roofs, extend around 
the circumference of the circular market- 
place. At night these stands featured 


* There are exceptions, of course. Even in progressive 
establishments, however, methods are far behind those 
to which Americans are accustomed. As elsewhere, 
shelves are quite bare and quality low. 

* Based on observations, June 19th. 





clams and other sea foods; in the morn- 
ing the same stands offered fruits and 
vegetables. By 7:00 o’clock in the morn- 
ing twenty stands were open and cus- 
tomers were everywhere. Prices at all 
stands were the same on identical prod- 
ucts, having been set by the city officials. 
Representative prices were as follows: 


Open Market Price Schedule for June 19 
(1 lire equals 1 cent) 
Barletta, Italy 


i .cnan antba bowatin 30 lires per kg. 
BEL Ws Gos avccaccsnetes See = 
Se btcrcncétesctesua 25 » iF 
ee a or a 
SN dis gonckeedaren SS ae 
ree 2 a. 
Sac accucsasrhuckedadad -—_ = 2.3 


Judging from the wrangling over 
prices, it is easy to see that official prices 
are adhered to. Even downtown, where 
vendors had transported produce from 
the central market for the customer’s 
convenience, the foregoing prices were 
posted. 

Sidewalk stands are common. Here 
oranges, nuts, figs, and other delicacies 
are for sale. Other stands carry post- 
cards, cheap pens and novelties, and 
notions of all sorts. The customary greet- 
ing to the “G.I.” is, “Hey, Joe! Orange? 
Nuts? Vera gude.. .!” 

Garages have been closed and side- 
walk- and street-corner gasoline pumps, 
are falling apart through long disuse. 

Merchant attitudes toward outsiders 
vary widely from town to town. In areas 
such as Manfredonia, where military 
personnel is limited, the merchant is 
likely to be friendly—even cordial. He 
may call his family from the rear of the 
store to make introductions; he is happy 
to drop his work of the moment to talk 
to the customer even though a sale is not 
imminent. Where soldiers are many as 
in Cerignola, however, merchants usu- 
ally are uncommunicative and seem to 
regard the military customer partly as a 
necessary evil and partly as a sucker 
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who—regardless of price and value— 
will buy if given time enough. 

Siesta is a common custom and is one 
of the prominent elements of the Italian 
marketing scene. Most business is trans- 
acted in the morning between 8:30 and 
12:00 o'clock. From 1:00 till 4:30 busi- 
ness is dull and most shops closed; after 
4:30 the shops re-open to catch the late- 
afternoon trade.’ In a few towns shops 
remain open till after dark to profit from 
the evening sidewalk promenade in 
which Italians delight; more often the 
merchant goes promenading himself. 


MERCHANDISE AND PRICES 


It has been pointed out above that the 
war has placed its mark on Italian mar- 
keting. Inventories are limited, with junk 
goods predominating; so critical have 
goods shortages become that many 
stores and restaurants have been forced 
to close. Other businesses, which nor- 
mally would carry high-quality goods, 
have been compelled to turn to junk 
jewelry, postcards, and cheap souvenir 
lines on which costs are low and profits 
high. Instances are known where mer- 
chants still operate but refuse to sell 
goods to anyone except to customers of 
long standing. Durable goods are rare. 
Sewing machines, refrigerators, washing 
machines, furniture, stoves, and type- 
writers are seldom seen.® 

Owing to goods shortages and to the 
willingness of soldiers to bid up the 
prices, prices have soared. The following 
prices, picked at random from represent- 
ative sidewalk stands, will suggest part 
of the picture: 

5 The open markets are an exception to this general 
time schedule. 

6 A native salesman was overheard to say, “Don’t see 
why America doesn’t get us refrigerators, radios, and 
that sort of thing. Many of us have enough money to 
buy them if they were here. As a matter of fact, I 


wouldn’t mind being an agent in Italy for some Ameri- 
can firm. Northern Italy gets the stuff; we don’t.” 


Random Prices at Sidewalk Stands 
(1 lire equals 1 cent) 
Cerignola, Italy 


RM. ikngs 2uhesinns 60 lires each 
Fine-tooth comb............. me. Tr 2 
Men’s cotton hose........... 120 lires per pair 
Rubberoid halfsoles.......... — -: >. 
| ey rere 80 lires each 


Prices at sidewalk stands vary from 
twenty-five to one hundred per cent 
higher than prices of identical items in 
retail stores, but the customer often can 
higgle the price down to regular retail 
levels. 

Below are prices picked at random in 
retail stores in representative cities: 


Retail Prices in Representative Cities’ 
(1 lire equals 1 cent) 


Men’s leather sandals........... 1600 lires 
Men’s leather oxfords........... 2500 “ 
Women’s “wedgies” of pressed 

ES Uikick cade sh be ot 4-0 ecco 1000 to 1660 lires 
Men’s cotton dress shirts........ 650 lires each 
Men’s cotton undershirts........ 200 “ 
Women’s woolen sweaters. ...... — 3} 
Stockings, knee-length for girls... 400 “ per pair 
ILS tliensotidaired on .09 ox go “ per tube 
Writing pad (84”X11").......... go “ per pad 
Kodak, Size 620, second-hand....2900 “ 


Luxury goods, which are in great de- 
mand among American soldiers, bring 
fabulous prices. In June three “‘G.I’s.” 
paid $250 for a table-model radio, second 
hand. The radio was used less than a 
week when a tube burned out. Upon 
returning to the vendor to replace the 
tube, the soldiers were told that tubes 
cost $20 each. This is a common occur- 
rence.® 

Striking is the low price of most per- 
sonal services; this is to be expected in a 
country where labor is cheap. Natives 
will perform many hours of hard labor 
for a few American cigarettes. Fifty 
cents a day is a common payment for 
civilians employed by the Military Au- 


7 Barletta, Cerignola, Foggia, and San Severo. 

® It is surmised that several sets of prices exist: those 
for allied soldiers; those for Italian soldiers; those for 
natives. This problem remains to be explored. 
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thority, although skilled workers, e.g. 
stoneworkers, employed by private Ital- 
ian contractors on military projects may 
make a dollar a day. The longer Allied 
forces are in an area, the higher the 
wages become and the more independent 
is the attitude of labor. Italian soldiers’ 
wages recently were increased to 10 lires 
a day. 

Barber prices offer a good illustration 
of service trades’ prices and also an 
example of rising prices. In March this 
schedule of prices was posted in a certain 
shop in Cerignola: 


RI stelle cS nucsln dd ine >in Renee 7 lires 
at IN ea, dyin =k ge EAR A mh _— 
RIGS wdbéuawes Covers tabied os ¢ 
Bis wire seeds nepehscacnncee > * 


The same shop charged twenty lires 
for a haircut in the latter part of April 
and fifteen lires for a shampoo. It, like 
many other shops, had removed the list 
of official prices. Other shops have re- 
moved the schedules, and when asked, 
“Quanto costa?” reply “Pay whatever 
you wish.” This has opened the door 
wide and “informal” prices have soared. 

Prices of some personal services are 
high. Among these, laundry prices are a 
fair example. Here, again, there has been 
an attempt to control prices, but viola- 
tions are rampant. It is an easy matter 
for a native to squeeze from one-and-a- 
half to two times the legal price. If a 
soldier insists on complying with stand- 
ard prices, he runs the risk of having his 
repeat business poorly done, lost, or 
damaged. In terms of American laundry 
prices, the scale seems reasonable enough; 
in terms of Italian wage rates, however, 
official prices are premium rates: 


REPRESENTATIVE List oF OrriciaL Prices 


NN a i i at a Io lires 
Mee aet ck sag Sear tsaneSa ch eern = 
ee eR 1 is 
i oie nde 4 ved aaa elle 10 “ 
a gna ir RR Tet . = 


Where there are tourist attractions, 
guides and hack drivers do a profitable 
business. English-speaking guides can 
earn 250 lires for a half-hour trip without 
difficulty. If prostitution and pimping 
can be termed personal services, they 
most certainly should be listed among 
the profitable ones. 


Tue Biack MARKET 


Black markets, as is to be expected, 
are extensive in Italy. Despite attempts 
of the Military Authority to control 
black markets, authorities are faced with 
the problem of lack of co-operation 
among military personnel and of eager- 
ness of opportunistic Italians to profit 
from black market operations. Army 
rations, cigarettes, candy, soap, and 
other American products somehow find 
their way into the black market stream. 
In June cigarettes were bringing approxi- 
mately thirty-five cents a pack in the 
black market, and certain of the more 
popular brands were bringing fifty and 
sixty cents a pack.® Matches bring vari- 
able amounts. On June g, in Bari, a paper 
pack of twenty matches sold for sixty 
cents. Army bread, which leaks out to 
the black market, is said to bring sixty 
cents a loaf—even where it has been sal- 
vaged from garbage by the Italians who 
sell it. 

In seaport towns black market opera- 
tors often make heavy hauls. The army 
publication, Stars and Stripes, recounts 
how a syndicate of black market mer- 
chants in Naples were in league with 
government-employed native freight 
handlers. The workers, riding on the 
back of loaded army trucks, rolled bags 
of flour and other food off the back of the 
truck as it passed by the black-market 
merchant’s store. The merchant, on the 
lookout for the illegal goods, stood ready 


* With surprising speed brand-preference has de- 
veloped among the Italians. 
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to pick up the goods almost the moment 
they hit the sidewalk. Having taken the 


contraband inside, it was an easy matter ~ 


to hide it and to sell it later. 

It has been said that practically every 
Italian home is a potential black-market 
restaurant or distillery. A dinner of two 
eggs and a microscopic serving of fried 
potatoes costs from $1.10 to $2.50. Most 
of the meat in the so-called “‘steak’”’ din- 
ners comes from the black market where 
health conditions are deplorable. In 
home distilleries cheap alcohol is diluted 
with water, flavored with cognac, bot- 
tled, labelled and sealed, and peddled 
on the streets by men, women, and chil- 
dren. Responsible sources state that the 
bootleg business has reached such pro- 
portions that it is now a leading industry 
in occupied Italy. 

The American Military Authority has 
made an admirable attempt to curb the 
black market and to punish the opera- 
tors. Selling of American products by 


military personnel is a court martial 
offense. General courts have been set up 
to handle cases of major importance and 
may levy upon civilian violators punish- 
ments most severe, including death. 
Lower courts have jurisdiction over 
lesser violations, involving sentences of 
from one to ten years. Middle courts 
operate throughout the province. Special 
agents have been appointed to track 
down and levy charges against violators 
and to confiscate illegal goods. 

Well known is the failure of extreme 
methods to break the black market in 
Germany and her occupied territories. 
The indifferent success of O.P.A.’s en- 
forcement agencies on the Home Front 
also is familiar. The efforts of the Mili- 
tary Authority undoubtedly have done, 
and will continue to do good. How ef- 
fectively the Italian black market can 
be opposed is an open question, although 
present indications suggest indifferent 
success. 














Notes and Communications 








CONSUMER GOODS CLASSIFICATION 


EDWARD H. 


N RECENT correspondence with Dr. 

Paul D. Converse of the University 
of Illinois, the question was raised as to 
the date at which the classification of 
goods as Convenience Goods and Shop- 
ping Goods may have been made. 

My recollection is that Charles Cool- 
idge Parlin, Manager of Research for 
the Curtis Publishing Company, was the 
first person I heard use this classification. 
Whether this took place during the 
period 1916-1927, when I was in charge 
of courses in marketing and advertising 
at the University of Wisconsin or still 
earlier, I was not certain. A letter to Mr. 
Donald M. Hobart, now Manager of 
Research for the Curtis Publishing Com- 
pany, resulted in the following reply, 
which may be of interest to readers of 
the JOURNAL. 

“In your letter of April 14th (1944) 
you raised the question as to whether or 
not Mr. Parlin was the first to classify 
goods as Convenience Goods and Shop- 
ping Goods. That I cannot answer, be- 
cause it is possible that someone else 
used this expression before he did. 

“However, we do know that it first 
appeared in printed form, so far as his 
production was concerned, in the De- 
partment Store.report, Volume B, under 
the date of October 1912. Attached you 
will find a copy of the beginning of Chap- 
ter 1 on the development of the depart- 
ment store, in which the groups Con- 


GARDNER 


venience Goods, Emergency Goods and 
Shopping Lines were first used.” 

The copy to which Mr. Hobart’s let- 
ter refers is as follows. 


Women’s PurcHAsEs CLASSIFIED 


A woman’s purchases may be divided 
into three groups: convenience goods, 
emergency goods and shopping lines. 

Convenience goods are articles of daily 
purchase such as groceries, apron ging- 
ham, children’s stockings and, in general, 
those purchases which are insignificant 
in value or are needed for immediate 
use. These goods are, to a considerable 
extent, bought at the most convenient 
place without a comparison of values 
and the fact that they are bought as a 
matter of convenience rather than of 
shopping makes possible the suburban 
dry goods stores, grocery stores and the 
cross roads general stores. An examina- 
tion of the stock of one of the suburban 
stores will give one who is interested in 
pushing the inquiry further, an exact 
list of convenience goods. 

Emergency goods comprise medicines 
and supplies which some unexpected 
happening has rendered immediately 
necessary. These lines enable a suburban 
drug store to be something more than a 
pedlar of candy and other convenience 
goods. 

Shopping lines include all ‘those pur- 
chases which are of sufficient importance 
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to require thought and which will permit 
of delay, such as suits, dresses, high 
grade underwear, in fact high grade dry 
goods of all kinds. These things a woman 
lists on her mental shopping tablet 


TELEVISION NOW 


ALLEN B. 


Eprror’s Note: Mr. Du Mont is President of Allan B. 
Du Mont Laboratories, Inc., Manufacturers of television 
receivers and transmitters, and owners and operators of 
Television Station W2XWV in New York City, and Presi- 
dent of the Television Broadcasters Association. This note 
is based on an address which he made before the New York 
A.M.A. chapter. 


HE WAR certainly applied the brakes 
a earlier television progress. Earlier, 
or simultaneously with the opening of 
the New York World’s Fair in 1939, 
practical telecasting had been inaugu- 
rated in the metropolitan area as thou- 
sands of telesets were manufactured and 
installed in taverns and hotels, clubs and 
theatre lobbies, and scattered homes. For 
two years, or until Pearl Harbor, tele- 
casting was well under way as a convinc- 
ing demonstration of this new form of 
home entertainment. Then came the 
heavy restrictions of war, with its short- 
ages of matériel and personnel. By early 
1942 it seemed as though television was 
doomed to another of those many set- 
backs that have marked its undulating 
progress from the pioneer days of me- 
chanical scanning and simple silhouette 
images, to latter-day electronic scanning 
and remarkably detailed images that 
can be packed with real entertainment 
values. 

However, brakes can be a good thing. 
In television, the war has served to con- 
vey a new concept of matériel and per- 
sonnel. We have had to conduct our 
telecasting activities with a minimum of 


which never forgets, and when next she 
visits the city, the articles one by one are 
investigated, values are compared and a 
serious effort is made to secure the best 
value for the money. 


AND TOMORROW 
DU MONT 


both. So much so that a veritable mole- 
hill concept has evolved from what had 
hitherto been a mountain concept. In 
other words, we have developed the tele- 
casting technique to the point where 
genuine entertainment can be handled 
with facilities and manpower that are 
well within the reach of any community 
that now supports a regular broadcasting 
station. 


WARTIME EXPERIMENTATION 


Let me tell you briefly how wartime 
brakes have worked in practice. I shall 
deal with the experiences of my own 
company, with which I am most familiar 
and which can well serve to illustrate 
what other telecasters are also doing 
these days. 

The Du Mont Television Station 
W2XWYV is a study in evolution. It is 
virtually a Television Kindergarten. We 
have taken in television beginners and 
brought them up step by step. And those 
beginners included our own staff, first 
and last, and others interested in getting 
in on the ground floor of telecasting. 

In this television kindergarten we 
first of all studied the engineering aspects 
of television. It is one thing to design and 
plan and build television transmitters, 
cameras, film pickup and control room 
equipment. It is something else to know 
how such equipment will perform in 
actual practice. Thus W2XWV has been 
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an extension of our research and engi- 
neering activities, providing no end of 
invaluable data. 

Then we tackled the programming 
angle. What kind of subjects best lend 


themselves to telecasting? What about 


the makeup of the performers before the 
television cameras? How big a stage can 
be satisfactorily covered with today’s 
pictorial detail? What is the relative im- 
portance of the aural and the visual com- 
ponents of a program? How is a telecast 
program handled by two or more camer- 
as, so as to have a smooth flow of action? 
How is electrical transcription music 
worked in? When and where does the 
film pickup come into the program? 
And so on and so on. 

After a couple of years of this tele- 
vision kindergarten, we have developed 
a fair telecast program. Live talent 
studio shows are handled with pictorial 
detail comparable with the quality of 
usual home movies, but with the tre- 
mendous advantage of perfectly syn- 
chronized sound. In other words, you 
hear the performers as well as see them. 
Motion picture subjects are handled with 
excellent detail, at times comparing 
most favorably with theatre movies, and 
likewise including synchronized sound. 
Our programs move along smoothly 
and logically for two hours or more, with 
hardly a dull moment. Long shots blend 
into closeups and back to long shots, as 
one camera or the other is cut in or faded 
from one to the other by the control 
room. Motion picture features are inter- 
spersed among live-talent features, for a 
well rounded out evening of entertain- 
ment. Some mighty ambitious features 
have been successfully handled even in 
the cramped space of our present modest 
studio, such as Dickens’ “Christmas 


Carol,” during the past Christmas Sea- 
son. 


Now with a genuine entertainment 
means available and demonstrable, the 
commercial angle has bobbed up for con- 
sideration. After all, someone has got to 
pay for telecasting. The situation is paral- 
leling that of sound broadcasting. Cer- 
tainly there can be no collecting at the 
receiving end, for the public buys the 
teleset once and expects a free show 
from that day on. The collecting must 
again be done at the transmitting end, 
and that means sponsored programs 
with their commercials or advertising 
aspects. 

And so the third step in our develop- 
ment of commercially-practical televi- 
sion—the sponsorship angle. Here again 
the kindergarten atmosphere is ex- 
tremely helpful. We have invited adver- 
tisers and advertising men to come to 
W2XWYV and try their hand at telecast 
advertising. How can the commercial 
or sales message best be worked in— 
aurally or visually? How much of a plug 
is feasible without growing obnoxious? 
Is it desirable to show an actual demon- 
stration of that mending tape, a visual 
recipe of that baking powder, a movie of 
the care of that automobile, and so on? 
Well, the advertising fraternity, by put- 
ting actual commercial programs on the 
air over Station W2XWV, have been 
finding out the answers to these and 
many other questions in their minds. 
Every Wednesday evening, over Du 
Mont Television Station W2XWYV, sev- 
eral commercial programs are being 
shown to the super-critical audience 
which includes advertising men looking 
in at home or at their offices. Commer- 
cialized television is receiving a real 
workout—and none too soon, because 
the advertising and sponsorship angle 
must be worked out in time for the com- 
mercial debut of television immediately 
after the war. 
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TELEVISION IN THE FuTURE 

Certainly the groundwork has been 
laid for the commercialized television of 
the post-war era. We are going to have 
television in a real big way the moment 
peace is declared. Everything is set— 
the production of telesets, the building 
of tried, tested and proven telecasting 
equipment, the programming technique, 
and now the advertising or sponsorship 
angle. 

The production of telesets or television 
receivers can be undertaken on a large 
scale, and that means reduced costs and 
lower prices, which in turn means pop- 
ular demand and volume sales, once the 
war is over. Indeed, it almost required 
the war to bring about large scale pro- 
duction of telesets. Certain war require- 
ments, notable radar or the detection 
and ranging of unseen aircraft, surface 
craft, landmarks and other objects, have 
created a tremendous demand for cath- 
ode-ray tubes which are the very heart 
of television reception. Where such tubes 
were made by the dozens in prewar days, 
they are now made by the thousands. 
_The advanced equipment and highly 
skilled personnel that have been produc- 
ing wartime cathode-ray tubes will ob- 
viously be available for television re- 
quirements. Likewise with the television 
receiver proper, which is but a variation 
of oscillographic equipment used in the 
war effort. 

We shall have a large array of perform- 
ers, directors, script writers and others 
who have trained for practical telecast- 
ing in our television kindergarten. Pro- 
grams of better and still better entertain- 
ment quality are thus assured. 

Advertisers and advertising men are 
already convinced that television adver- 
tising has real possibilities. They are now 
cutting their eye teeth on television ad- 
vertising, and will be ready, so that tele- 
casters will be assured of a source of in- 


come whereby to conduct their activities. 

While most of the postwar television 
activity is associated with home enter- 
tainment, as well as in public places 
such as taverns, clubs and hotels, hos- 
pitals and institutions, the aspects of 
theatre television must not be over- 
looked. Indeed, there are many signs 
already pointing to the use of television 
as a means of bringing outstanding sport- 
ing events, news events, prominent per- 
sonalities and other features to many 
scattered theatre audiences. The Du 
Mont organization has already evolved 
certain techniques whereby television 
images can be reproduced on full-sized 
theatre screens with good pictorial defi- 
nition. The previous handicaps of scan- 
ning-line structure and low luminosity 
have been overcome. Practical theatre 
television now looms as an early com- 
mercial possibility. Co-axial or special 
wire lines capable of handling television 
signals, may be made available for link- 
ing scattered theatres to the scene of the 
event being picked up. Certainly the 
box-office method of paying for televi- 
sion entertainment will favor the best of 
television programs for theatres, and will 
readily pay for costly co-axial cable net- 
works and other items. 

What about television networks? Will 
each television station have to operate 
independently in its locality? There will 
be television networks almost from the 
start, although television transmitters 
will operate both independently and in 
networks just as broadcasters do today. 
Networks will be made available by two 
broad means: Special films that will be 
sent to stations for the widespread pres- 
entation of given features, just as elec- 
trical transcriptions are now used in 
broadcasting, and again the joining up 
of scattered television stations at first 
by radio relays, and later by co-axial 
cable lines as the commercial situation 
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warrants the tremendous investment for 
such network facilities. Today the radio 
relay method is already in use. Televi- 
sion transmissions in New York City are 
picked up by telecasters in Schenectady 
and Philadelphia, and rebroadcast. The 
idea is thoroughly workable. And co- 
axial cables, such as that between New 
York and Philadelphia, will be spreading 
out. 

What is the place of television in the 
general scheme of entertainment? Briefly 
it is the complete form of radio entertain- 
ment. Anyone who has witnessed a box- 
ing bout or wrestling match, basketball 
game or hockey match, via television, is 
hardly to be any longer satisfied with 
the usual broadcast description. The 
eye takes in far more details than the 
best sports announcer can possibly con- 
vey. Television is the complete presenta- 
tion—sight and sound. But likewise it is 
the concentrated form of entertainment 
—you have got to concentrate. Very ob- 
viously, you cannot be cooking supper 
and following a television show at the 
same time. 

Broadcasting, on the other hand, 
lends itself to the background treat- 
ments. You can be cooking supper and 
listening to the program at the same 
time. Or you can concentrate on broad- 
casting, even though it is d/ind entertain- 
ment. 

Thus there seems to be a definite place 
for broadcasting and a definite place for 
television. In fact the relationship is 


pretty much the same as that between 
the daily newspaper and the Sunday 
magazine section. One is the news, the 
meat of the matter, the plain facts. The 
other is the embellished presentation, the 
pictures, the more complete story. Both 
have their place. Likewise between tele- 
vision and broadcasting. In many locali- 
ties the broadcast station and the tele- 
vision station will be operated side by 
side, the one supplementing the other. 
Either the broadcaster will sooner or 
later be operating a television supple- 
mentary service, or someone else will 
step in and do that essential job. Tele- 
vision—the complete home entertain- 
ment—will reign supreme from 7 to II at 
night when the family can concentrate 
on a real show. 

In terms of marketing, television will 
open up brand new possibilities. Mer- 
chandise can be actually shown—hats, 
garments, styles, pretty models. The new 
model car can be presented in all its at- 
tractiveness and in the ideal outdoor 
setting. Recipes can be worked out on 
the television screen, creating a desire 
that no verbal description can possibly 
equal. The shop or store can be virtually 
brought right to the home, with a full 
display of wares. By comparison, broad- 
casting is like a plain type of advertise- 
ment as against a beautifully illustrated 
and appeal-packed display advertise- 
ment. Television will set new standards 
in advertising. 














Research in Marketing Completed 


and in Progress — 


Editor, RALPH F. BREYER 
Associate Editors: HeEteEN G. CaANnoyer, Joun H. Freperick, J. Harotp STEHMAN 








Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently in 
subsequent issues of THE JOURNAL. It is 
hoped that this method of designation will 
lead to easy reference by our readers. Sugges- 
tions from them as to desirable changes will 
be welcomed by the editors. 


List or GENERAL HEADINGS 


— 


. Advertising 
Selling—Personal 


ad 


Commodity Studies 


Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 
Marketing Services 
Producers’ Marketing of Consumer 
Goods 
8. Product Analysis 
9. Consumer Studies 
10. Cost of Marketing 
11. Foreign Trade 


Sr? 


Functional Marketing 


12. Co-operative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 


Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 
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Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. War—General 

26. Miscellaneous 


1. ADVERTISING 


1.1 The National Magazine as an Advertising 
Medium. The Magazine Advertising 
Bureau, New York, 1944, 85 pp. 


Historical data relative to advertising and 
circulation of magazines, and an estimate of 
America’s future markets with an interpreta- 
tion of future market changes. Examples pre- 
sented show how the magazines are covering 
editorially the wide variety of problems in 
which subscribers are vitally interested and 
depict the records of several well-known ad- 
vertisers who have made an outstanding suc- 
cess in their use of magazine advertising. 


1.2 Your Bread and Butter. Brand Names 
Research Foundation, New York, 


1944, 24 pp. 


A discussion of the reasons behind the 
value of| widely-advertised brands and 
the reasons why “most women buy by 
brand”: (1) it’s easy to identify by brand 
name the particular make of hosiery or 
corsets or shoes she wants, because she has 
tried them and knows they suit her purpose; 
(2) she knows that if for any reason she is not 
satisfied with a well known branded product, 
she can usually return it and get her money 
back; (3) it saves time to buy by brand—her 
time and the time of the overworked store 
clerk. He has no need to sell her if she is 
already sold on a certain brand. All he has to 
do is wrap it up. 
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1.3 Tomcrrow’s Competition. Prairie Farm- 
er, Chicago, 1944. 12 pp. 


Interesting facts and discoveries relating 
to advertising, sales planning, and media 
selection. These have been gleaned from 
contacts with manufacturers and advertising 
agencies. 


1.4 Outdoor Advertising a Channel of Com- 
munication in the War Effort. Out- 
door Advertising Association, Chi- 
cago, 1944. Two booklets, 20 pp. and 


49 PP- 


The participation of organized outdoor ad- 
vertising in activities affecting the civilian 
front during war. Posters in color are repro- 
duced which depict such programs as ration- 
ing and price control, forest-fire preven- 
tion, mobilization of labor, and other emer- 
gency civilian activities. Also included are 
recruiting posters and a description of the 
campaigns of the Army and Navy Relief. 


1.5 Books for the Advertising Man. Adver- 
tising Federation of America, New 
York, 1944, 7 pp- 


A cumulative supplement to the 1942 
bibliography covering the years 1942-43. 


1.6 Excellent Coverage—67.3 Per Cent 


Mythical. Richard L. Edsall, Printers’ 
Ink, August 25, 1944. 


The inaccuracy of circulation figures as a 
measure of “‘good coverage”: a study is de- 
scribed which brought out the fact that 
67.3% of the subscribers to an old and 
highly respected business paper no longer 
worked for the firms under which that paper 
had them listed, and about 15% had no buy- 
ing power, leaving only about 18% of the 
coverage claimed by the paper of value to a 
space buyer, The Audit Bureau of Circula- 
tions could not catch this type of inaccuracy. 
Of significance to the space buyer is the au- 
thor’s suggestion that one reason why such a 
high percentage of the subscribers were no 
longer with the firm for which the publisher 
had them listed is that these were 3-year 
subscriptions which cost considerably less 
per year than those for one year. He goes on 
to point out that all 2- and 3-year subscrip- 


tions should be closely scrutinized and urges 
the A.B.C. to cross-examine them more 
closely. 


1.7 The Post-War Catalog. William R. Niel- 
sen, Printers’ Ink, September 22, 1944. 


When industry can again produce for 
peacetime consumption, manufacturers will 
need new catalogs—and many kinds of cata- 
logs. These new catalogs must be redesigned 
and must have better copy, better format, 
and “‘large realistic illustrations with careful 
arrangement of merchandise from the stand- 
point of appearance, quality, prices, etc.” 
The author believes that much can be gained 
from a study of the growth and development 
of the well-known mail-order catalogs, that 
war manuals will influence the post war cata- 
logs, and that the educational note wil! be 
more important than ever after the war. 


1.8 The Oklahoma Radio Audience of 1944. 
WKY, Oklahoma City, 1944, 96 pp. 


This first statewide radio audience survey 
for Oklahoma covering cities, villages and 
farms follows the pattern set by two separate 
studies in Iowa and Kansas, all carried on by 
Dr. F. L. Whan of the University of Wichita. 
It reveals what stations Oklahomans listen 
to morning, afternoon, and night; when they 
listen; what type of program they like best; 
the effect of age, place of residence, education 
and standard of living on listening hours and 
habits; and other interesting facts for buyers 
of radio time. 


1.9 Radio Survey. Woman’s Home Com- 
panion, New York, 1944, 15 pp. 


This survey, among a cross section of 
Companion readers, covers such points as the 
number of radios in use, factors influencing 
their purchase, brand loyalty, the respond- 
ent’s postwar buying plans, and the outlook 
for radio-phonographs and frequency modu- 
lation. It is shown that 97% of Companion 
readers own at least one radio; 37% have 
two, and 10% have three. Of these sets, more 
than half are table models; only 10% are 
radio-phonograph combinations. Sixty-five 
per cent of the readers queried plan to buy 
a new radio as soon as they can, and 57% of 
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this group expect to purchase combinations. 
People with incomes over $3,000 will buy most 
of these, while another 22%—with lower in- 
comes—will content themselves with new 
table models. Frequency modulation is con- 
sidered a “‘must” in the next model they buy 
by 84% of those responding. 

Radio buying is a dual proposition be- 
tween husband and wife with 69% of the 
Companion’s sample, although after that the 
wife alone is the next most likely to influence 
the choice. In any case, the whole family con- 
siders tone the primary factor in purchasing. 
The maker’s reputation and the radio’s ap- 
pearance are the next criteria, but they get 
only 16% and 4% of the votes, while tone 
receives an overwhelming 80%. When the 
tone quality of competing radios is prac- 
tically equal, the manufacturer’s reputation 
and the set’s appearance get greater consid- 
eration, of course. Eager to have sets blend 
well with their home decorations, many 
women preferred cabinets to match period 
furniture and complained that most radios 
were too modernistic. 


1,10 Some Factors of Radio Measurement. 
Marion Harper, Jr. Advertising and 
Selling, August, September, and 
October, 1944. 


These three articles present pictorially, 
with some text explanation, background 
data on broadcasting, some elementary but 
basic concepts used in connection with 
measuring radio audiences, and primary in- 
fluences on the amount of radio listening. 
The illustrations are large enough to use in 
small classes studying the elements of adver- 
tising, and should prove most valuable in 
this connection. 


7. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 Technique for Tracing Your Sales 
Through Wholesalers and Dealers, 
W. W. Heusner, Sales Management, 
September 1, 1944. 


The author, who is Director of Market 
Research, Pabst Sales Co., offers a solution 


to a distribution problem that has plagued 
many manufacturers, especially those with 
blanket distribution, for years: the problem 
of exercising more control by the manufac- 
turer over the distribution of his products 
after they leave his warehouse. The first req- 
uisite to such control is said to be adequate 
facts respecting the retailers and their op- 
erations. The retailers who sell, and those 
who should sell, the product must be identi- 
fied and listed as completely as possible. 
To this end, list houses, Federal Internal 
Revenue sources, and Dun and Bradstreet 
are helpful. Names should be sorted accord- 
ing to wholesalers’ territories, and entered 
upon appropriate record cards which should 
make provision for the insertion of other re- 
tailer data desired. Among the latter are 
type of business, volume, competing prod- 
ucts sold, price range, and the like. 

In gathering the data to be entered on the 
record cards, the manufacturer can either 
enlist the cooperation of his wholesalers and 
their salesmen, or he can use his own detail 
men in the wholesalers’ territories. Or, in the 
case of large markets, he may have a market 
research concern obtain the original data by 
means of field investigators. The use of de- 
tail men will probably give more accurate re- 
sults, although it takes more time than where 
wholesalers’ salesmen are used. In either 
case, sales personnel have to go into a large 
number of stores not previously visited, and 
this has been found to stimulate substantial 
additional sales. 

The information so obtained will not only 
give a useful picture of actual and potential 
retail distribution by territories but will also 
enable the manufacturer to show his whole- 
salers specifically where and how to better 
sales performance. It may also help the man- 
ufacturer to more effectually organize his 
own sales efforts. 

Of course, the whole control scheme hinges 
largely upon enlisting the cooperation of the 
wholesalers, which, as Mr. Heusner states, 
will depend upon what sort of consumer de- 
mand the manufacturer’s product enjoys, 
the adequacy of the wholesaler’s margin, 
and the ratio of the product’s sales to the 
wholesaler’s total sales. “Experience indi- 
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cates that wholesalers will cooperate, provid- 
ing they understand what you want and why 
it will help them, if their volume on your 
product is 10 per cent or more of their total 
volume.” 


7.2 Tomorrow’s Customers for Aviation. 
Crowell-Collier Publishing Co., New 
York, 1944, 70 pp. 


A study of the markets for air passenger 
transportation and for personal planes based 
on information from 2,000 civilians in the 
upper 50% of the urban population in terms 
of income and standard of living and from a 
group of 500 Army and Navy flyers. In an- 
swer to “What led you to make your first 
airline trip?” 44% of the respondents said 
pleasure, 23% said speed, and 21% reported 
business or emergency. Fifty per cent made 
their first air trip during the last 5 years, 
which is indicative of the accelerating growth 
in air travel. Only 23% had traveled on air- 
lines in the past but 65% expected to do so 
in the future. Almost as many women (62%) 
as men (68%) expect to use the airlines 
after the war, an indication of the extent to 
which women’s resistance to air travel is dis- 
appearing. 

As to the intention to purchase personal 
planes: 10% expect to buy a plane after the 
war; 1% will buy an airplane before any 
other major purchase; 2% will buy an air- 
plane second; 85% of Army and Navy Air 
Force men want a plane of their own. 


7.3 A Quarter Century of Progress. S-M 
News Co., New York, 1944, 40 pp. 


This beautifully printed and bound book- 
let outlines the development in the retail 
sale of magazines from the days following the 
Civil War, and then points out how manu- 
facturers of packaged products with prob- 
lems of national distribution may be able to 
utilize the same marketing methods. 


9. CONSUMER STUDIES 


9.1 Textiles. Good Housekeeping, New York, 
1944, 54 Pp- 

This is one of the Consumer Panel Survey 

Reports issued by this magazine and covers 


replies by some 17,000 readers on prices and 
qualities of textile materials in wartime. 
Overall findings included the following: 45% 
of the respondents found wearing qualities 
of clothes bought in 1943 about equal to 
those purchased previously; 54% found them 
not as good. “‘Fit” is considered the most im- 
portant factor in buying a dress, and “‘shrink- 
age” the most disappointing thing that can 
happen to it—25% of the respondents who 
bought cotton dresses last year and 15% 
who bought rayon dresses complained that 
the clothes shrunk when they were washed. 
Most of the respondents said they do not 
allow for shrinkage when they buy, yet they 
do expect a lower-priced dress to shrink. 

Some 29% who bought cotton dresses and 
16% who bought rayon ones reported that 
they faded in wearing; and practically the 
same numbers in each group reported fading 
in washing. But a majority, it was discov- 
ered, expect low-priced dresses to fade. 

The survey asked the same questions for 
slips, blouses, women’s pajamas, men’s 
shirts and pajamas, draperies and curtains. 
(See also 9.2). 


9.2 Consumer Demand and Purchases of 
Seventy-Five Clothing and Textile 
Items, 1943 and First Quarter, 1944. 
Second Survey of Consumer Require- 
ments, Part 1, War Production Board, 
63 pp. 

This survey not only reports the shortages 
in a large group of major clothing and textile 
items encountered by a representative cross- 
section of United States households but also 
records the presence of resulting inconveni- 
ence and hardship and the types and fre- 
quency of consumer complaints. Some sub- 
titles are: Public Reaction to Shortages; 
Price-Quality Complaints; Effect of Short- 
ages on Families with Decreased Income; 
Regional Differences. 

The study was made under the direction of 
Janet Dublon, Office of Civilian Require- 
ments. (See also 9.1). 


9.3 The Bureau of Agricultural Economic’s 
study of consumer acceptability of dehydrated 
foods was published in the July, 1944 issue 
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of The Marketing and Transportation Situa- 
tion. Results of this survey of 650 Chicago 
housewives indicated a much higher than 
expected acceptability of dehydrated foods. 
The order of acceptability of the foods was 
cranberries, eggs, sweetpotatoes, beets, milk, 
carrots, diced potatoes, and riced potatoes. 


10. COST OF MARKETING 


10.1 Bureau of Agricultural Economics 


10.1.1 A report on marketing and manufac- 
turing costs and margins for hides and skins 
and for leather is about completed and is 
being combined with similar reports on cot- 
ton, wool, rayon, and silk for publication by 
the Bureau. This combined report will con- 
tain the most comprehensive information 
available on marketing and manufacturing 
costs and margins for these non-food agricul- 
tural products. The report will also indicate 
the means by which, and the extent to which, 
certain of these costs or margins may be re- 
duced. A similar report is being prepared for 
tobacco. 


10.1.2 Estimates of marketing charges and 
price spreads previously calculated by the 
Bureau for 58 foods have been replaced by 
completely new series calculated for a family 
“market basket” of farm food products. 
These new estimates replace the 58 foods 
series currently published in The Marketing 
and Transportation Situation beginning with 
the issue for September, 1944. They show 
monthly price spread comparisons for 47 
food items instead of 22 items carried under 
the 58 foods, and include allowances for by- 
products where they are important. A break- 
down of the total market basket into six 
major commodity groups and several sub- 
groups is shown. A striking feature of the re- 
vised series is the lower level shown for the 
farmer’s share of the consumer’s dollar spent 
for farm food products. The revised farmer’s 
share averages 53 cents for 1943 in contrast 
to the 58-foods’ share of 57 cents. 

Complete details of methods and pro- 
cedures with monthly data extending to 
January 1913 were published recently in 


“Price Spreads Between Farmers and Con- 
sumers—Food Products,” released by the 
Bureau. 


10.1.3 New statistical series have been devel- 
oped by the Bureau on productivity, unit 
costs, and hourly earnings of labor in the 
marketing of agricultural food products. These 
are among several series to be developed for 
use in analysis of the national food marketing 
bill. Some of these series now appear monthly 
in The Marketing and Transportation Situa- 
tion. 


11. FOREIGN TRADE 


11.1 Selling the Latin-American Petroleum 
Industry. Petroleo Interamericano, 
Tulsa, 1944, 14 pp. 


This survey is based upon information ob- 
tained from spending considerable time in 
countries below the Rio Grande. A feature 
that should be of interest to export adver- 
tisers is a two-page section descriptive of 
what Latin America wants in advertising 
copy addressed to it. 


12. COOPERATIVE MARKETING 


12.1 Handbook on Major Regional Farm 
Supply Purchasing Cooperatives, 
1942 and 1943. Joseph G. Knapp, 
Miscellaneous Report No. 73, Co- 
operative Research and Service Divi- 
sion, Farm Credit Administration. 


Concise information on the 17 largest re- 
gional farmers’ cooperative purchasing asso- 
ciations. Data on volume of business, meth- 
ods of distribution, types of products han- 
dled, savings, and financial condition are 
presented for each of these associations and 
are also combined in a general analysis. The 
total volume of business done by the 17 asso- 
ciations was $366,133,612 for the fiscal year 
ending in 1943. 


12.2 Farmers’ Cooperatives and the Trend 
Toward Large-Scale Dairy Plants, a report 
by Donald E. Hirsch, Cooperative Research 
and Service Division, Farm Credit Adminis- 
tration, will soon be available for distribu- 
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tion. It evaluates the significance of the 
trend, enumerates causative factors, and dis- 
cusses some of the reasons why not all co- 
operative associations have kept up with the 
trend. Data are given to show the long-time 
trend in the major product-branches of the 
dairy industry and to afford comparisons of 
the average sizes of cooperative and private 
dairy plants. 


12.3 Grange League to Serve Consumers 
with New Co-op. Advertising Age, 
July 24, 1944. 

A short article announcing the “‘coming of 
age” of the Cooperative P & C Family 
Foods, which has operated a year and a half 
as the marketing division of the Cooperative 
Grange League Federation Exchange as an 
experiment in wholesale and retail marketing 
of food products. 

The Co-op claims to be “‘the only food 
system in the world created by farmers to 
service consumers.” It is already servicing 
many independent merchants and will de- 
vote its efforts principally to the marketing 


of fresh fruits and vegetables, meat, eggs, 
and cereal grains. 


12.4 Production by Cooperative Federations 
in 1943. Monthly Labor Review. 
September, 1944. 


More productive facilities were acquired 
by the consumers’ cooperative movement in 
1943 than in any previous year, and by the 
middle of 1944 more than 100 productive 
plants were being operated by central fed- 
erations connected with the movement. 
However, the production of purely consumer 
goods (i.e. bakery goods, butter, cheese, etc.) 
formed but a small per cent of the total. 
Eighty-five of the plants reported production 
as follows: purely consumer goods, 7 per cent 
of total value; commodities used for con- 
sumer and producer purposes, 38 per cent; 
farm supplies, 55 per cent. 


12.5 European Cooperatives and Their Pos- 
sibilities for Post-War Reconstruc- 
tion. Monthly Labor Review, August, 
1944. 

A major part of this article describes the 


types, characteristics, and scope of coopera- 
tives in Europe before World War II, with 
emphasis on the effect of the depression and 
the post-depression years upon the various 
cooperatives. This well-known material is 
presented succinctly and with an interesting 
tie-up to post-war use of the cooperatives. 
The main contribution is, however, the brief 
discussion of the effect of World War II on 
the cooperatives. “‘It is believed that, because 
of the strong hold of the cooperatives upon 
the workers of Europe, the movement can be 
revived rather quickly where it has been de- 
stroyed (Germany and Austria) and where it 
still exists can be utilized immediately after 
the cessation of hostilities as a practical and 
effective form of machinery in the immense 
tasks involved in the reconstruction of 
Europe and the redirection of energies to- 
ward peacetime pursuits. This will involve no 
new form of organization for the millions 
of cooperators; it will be merely a resumption 
of the activities that were formerly a normal 
and accepted part of their lives.” 


14. RETAILING 


14.1 Retailing in the Post War Period. 
Alfred J. Silberstein, Bert Gold- 
smith, Inc., New York, 1944, 35 pp. 


This study presupposes that retail busi- 
ness will reach a greater volume than ever 
before during peacetime and explores the 
trends that should be considered by national 
advertisers in making plans for the future as 
well as those to be followed by retailers in 
maintaining and strengthening the position 
of their stores. 


14.2 A Pattern of Post-War Planning for 
Retailers. Scripps-Howard News- 
papers, New York, 31 pp. (No date). 


The data used in this report were collected 
in December, 1943, and fall into two parts, 
first, general data pertaining to the market, 
and second, consumers’ opinions gathered by 
personal interviews of some 6,000 shoppers in 
department stores. The first portion of the 
pamphlet is based on the National Retail 
Dry Goods Association’s 22 basic questions 
outlined in a brochure entitled “Plan for 
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Local Forecasts as a Basis for Postwar 
Planning.” The questions relate largely to 
the present industrial status and probable 
postwar industrial situation in 15 large cities. 
The second part is concerned with the ques- 
tions asked shoppers regarding their par- 
ticipation in war work, permanency of resi- 
dence, postwar purchasing plans for homes 
and home improvements, and their attitudes 
respecting certain stores services. The major- 
ity of shoppers expect drastic improvements 
in major household equipment. Nevertheless, 
54.5 percent will be interested in buying 1940 
models after the war in the event that these 
anticipated improvements are not yet avail- 
able. Forty per cent indicated they would be 
willing to pay slightly more for merchandise 
in order ‘‘to include deliveries, telephone 
orders, special order merchandise or credit 
formerly enjoyed.” Other such interesting 
findings are contained in the study. 


14.3 Handbook for Retailers. Handbook for 
Wholesalers. Committee For Eco- 
nomic Development, New York, 


1944, 26 pp. and 34 pp. 


These two publications, prepared by the 
Association of Consulting Management En- 
gineers for the Committee For Economic De- 
velopment, are being widely distributed to 
stiinulate thinking about, and planning for, 
postwar improvements by retailers and 
wholesalers. Both reports agree with simi- 
lar studies that the whole postwar produc- 
tion picture will be shaped by the ability 
of the country to sell more goods to more 
people. 

The “truly anxious question” of postwar 
business is whether the United States will 
“‘wait to see how things turn out” before 
buying. Retailers and wholesalers, any one 
who sells goods, can help enormously to 
overcome this hesitation, if it develops, by 
well-planned advertising and sales programs. 

These reports point out, particularly as far 
as retailers are concerned, that postwar plan- 
ning is not dramatized for them as it is for 
manufacturers. The retailer does not have 
to face the same kind of decision that con- 
fronts a manufacturer, who knows that in 
order to live he must tear out the machinery 


that made wartime goods, plan new goods, 
and install the machines to make them. 
Most retailers, it is feared, think they can 
slip easily into the postwar period by merely 
letting more customers come in their doors, 
and ordering more goods as they need them. 
These are in for a rude awakening. Recon- 
version in retailing and wholesaling pretty 
much begins and ends with the retailer and 
wholesaler himself, affecting men and ideas 
rather than machines. 

Postwar planning in wholesaling and re- 
tailing, both studies show, must be built on 
the principle of doing familiar jobs better 
rather than on an attempt to force an en- 
tirely novel setup suddenly down the throats 
of the people concerned. 


14.4 Instant Visual Adviser to Successful 
Retailing. St. Louis Globe Democrat, 


St. Louis, 1944, 393 pp. 


This study contains brief but very inter- 
esting histories of 149 of America’s leading 
retail institutions; the history of newspapers 
in St. Louis; 368 charts showing the individ- 
ual advertising trends (1930 to 1943) of the 
outstanding specialty stores, department 
stores, and departments of department stores 
in each of America’s nine largest cities; and 
much other information important to those 
in the advertising and retailing fields. 


14.5 Dr. N. H. Comish, of the University of 
of Oregon, has completed a study on smaller 
store organizations in Oregon. Data were 
gathered by personal interviews from 134 se- 
lected smaller stores in different retail classi- 
fications. The purposes of the project are: 
(1) To determine the relative importance of 
different types of store organizations in the 
state; (2) to ascertain the adaptability of the 
organizations to the proprietors’ objectives; 
and (3) to suggest improvements in the or- 
ganizations. The study is being published in 
a series of six articles in the Oregon Food 
Merchant's Magazine, beginning in the Octo- 
ber, 1944 issue. The articles cover the rela- 
tive importance of smaller store organiza- 
tions; their types; how formed; the manage- 
rial functions performed; the duties of the 
retail employees; and the organization charts. 
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Copies of the issues in which the articles ap- 
pear may be purchased for 15 cents each from 
the Oregon Food Merchants’ Magazine, 
Weatherly Building, Portland, Oregon. 


14.6 Two Chains Look Ahead to Postwar 
Merchandising. H. B. Friedman and 
W. M. Young, Chain Store Age, 
September, 1944. 


These two short articles are written by the 
president of the D. F. Newfeld Company and 
the promotion manager of Genung’s Inc., 
both of New York. 

Mr. Friedman believes that ‘‘merchandis- 
ing programs designed to meet the challenge 
of postwar retailing are certain to test the 
ingenuity and courage of all business men.” 
His company expects to meet the challenge 
by following a merchandising program ad- 
justed to changed buying habits, such as: 


1. Mark-ups will be cut to meet sharper 
competition. 

2. Selling techniques will be streamlined in 
order to protect profits. 

3. Self-service will be expanded. 

4. Higher standard of personnel will be 
used. 

5. To achieve a higher type personnel 
without raising costs will mean expansion of 
selling areas and improvement of selling 
methods. 

6. New departments will be added. 

7. The store will return to price lines with 
which it has been identified. 

8. National brands will be sold but private 
brands will be introduced wherever cus- 
tomers will take them. 


Simplified selling will be the basis of 
Genung’s postwar merchandising. In addi- 
tion they expect to: 


1. Do a better training job with the per- 
sonnel. 

2. Change store fixtures. 

3. Have dynamic window displays. 

4. Carry more nationally advertised 
brands. 

5. Have lower mark-ups. 


6. Carry the same lines carried before the 
war. 


14.7 Small Chains Lead in Sales Gains, 
Harvard Survey Shows. Chain Store 
Age, September, 1944. 


This article reviews the 13th annual re- 
port prepared by the Harvard Bureau of 
Business Research with the cooperation of 
the Limited Price Variety Stores Association. 
Several supporting tables are reproduced 
from the study, “Expenses and Profits of 
Limited Price Variety Stores in 1943.” 

The significant highlights are: 


1. Sales continued upward to a point 
about 6% over 1942. Smaller chains showed 
considerably greater volume increases than 
did the large chains. 


2. Earnings before taxes were about the 
same as 1942, namely, 10.15%. 


3. Gross margin was off somewhat; 36.32% 
of sales for 1943 and 36.66% in 1942. 


4. Stockturn increased. 
5. Personnel costs increased 0.50%. 


6. Apparel and accessories accounted for 
28.34% of the total business. 


7. The trend upwards in average unit sales 
continued under the favorable influence of 
stocking better price ranges and more diverse 
lines. 


For the first time the report analyzes op- 
erations of independent variety stores, pre- 
senting comparisons of chains and independ- 
ents. 


14.8 “Company” Stores Adopt Modern Sales 
Methods. Lawrence Hughes, Adver- 


tising Age, July 24, 1944. 


The author calls attention to an interest- 
ing development in the field of retailing. The 
“company” stores, which used to be ex- 
amples of economic feudalism, have for many 
reasons changed their policy. More and more 
companies are providing their workers with 
better equipped stores, and better merchan- 
dise at better prices, all of which has borne 
fruit. Although figures are not available, the 
author believes the over-all sales trend to 
have been steadily upward in recent years, 
and in support gives sales figures for a few 
individual stores. 
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14.9 Big Gains in Retail Trade Possible. 
Barron’s, September 18, 1944. 


This article offers some estimates on retail 
trade in 1947 and how the various types of 
stores should fare then. Assuming a national 
income of 96 billion dollars and further that 
the prewar relations between national income 
and salaries and wages, and between the lat- 
ter and retail sales, will hold postwar, the 
author estimates that retail sales should be 
about 55 per cent larger than the 1935-1939 
average, wherein lies the gain. A table show- 
ing postwar sales indexes (1935-39= 100) 
projected to 1947 for six “divisions” of retail 
trade indicates that the durable-goods stores’ 
sales index would jump 94 per cent from 1943 
to 1947, and the “Sears and Ward” index 
(mail order), 35 per cent, whereas the non- 
durable goods stores’ and department stores’ 
indexes would drop 21 and 15 per cent respec- 
tively. 

The index of total sales of all retail stores, 
however, would drop 5 per cent during the 
same period (this being no contradiction of 
the title of the article which might well have 
given the base (1935-39) from which the gain 
was calculated). 

Since the whole structure of the estimate 
is founded on the assumed national income of 
96 billion dollars in 1947, and since, as the 
author admits, there is much divergence in 
postwar income predictions, these estimates 
must be used cautiously, and this precaution 
no less necessary just because the national 
income that is employed as a basis for com- 
putations does appear to be conservative. 

Some interesting speculation on postwar 
profits of department stores, variety stores 
and large mail order houses are also given. 


14.10 Retail Trade and Bombardment. The 
Economist, September 16, 1944. 


Flying bombs caused another drop in the 
retail trade of London for July. While the 
index for total sales (1942 = 100) stood at 96, 
the following table reproduced from the 
Board of Trade Fournal, September 9, 1944, 
shows how severely central and suburban 
London retail trade suffered compared to 
Northwest England. 


Percentage Fall in Sales Compared with 
Average for June, 1943 to May, 1944. 


North- 
Central Suburban West 
London London England 
June July June July June July 


Category 


Non-food 
merchandise 29 48 21 22 
Apparel 28 50 24 18 
Household 


goods 31 45 13 32 


15. TRANSPORTATION 


15.1 Air Transportation in the Immediate 
Postwar Period. McDonald, B. A., 
and Drew, J. L., Business Research 
Department, Airplane Division, Cur- 
tiss-Wright Corporation, Buffalo, 
1944, 165 pp. 


Those who wish a compact, yet thorough, 
statement of the prospects for air transporta- 
tion in the years immediately following the 
war should obtain a copy of this study. It 
treats first of air transport operations and 
costs, and then, successively, of domestic, 
international, and foreign traffic and equip- 
ment. The estimate of domestic postwar air 
cargo, and the considerations which shaped 
it, are of especial interest to marketing men. 


15.2 Postwar Air Transport Costs and Mar- 
kets For Lettuce. Edward S. Evans 
Transportation Research, Washing- 
ton, D. C., 1944, 35 pp. 


This study develops the fact that lettuce 
can be flown from the principal year-round 
growing center of Salinas, Calif., to Detroit 
at a cost of approximately 33¢ per pound 
above that of the rail-borne product. The 
ton-mile cost would be 6.55¢ and the speed 
in transit by air would be 17 times greater 
than by rail. Lettuce could be marketed in 
Detroit in quantity at five cents a head over 
surface-borne lettuce. The report states that 
the number of consumers willing to pay such 
a differential is sufficient to justify the use 
of air transport for this agricultural product. 
To achieve these favorable ton-mile costs, 4 
hypothetical contract-carrier service is con- 
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templated, to operate on an extremely eco- 
nomical basis, employing a fleet of eight 
Douglas C-54A cargo planes at a total cost 
of 58.25 cents per plane-mile, including a 
10% margin for the operating company. 
Costs are based on the assumption that there 
would be a back-haul traffic from Detroit to 
the San Francisco gateway distribution point 
at an estimated rate of 9.08 cents per ton 
mile. (Ed. Note: This report is apparently 
based on the special study of this subject 
made by the Bureau of Agricultural Eco- 
nomics. The complete study was also pub- 
lished in booklet form, as a public service, by 
Rand McNally and Company, according to 
the Bureau). 


15.3 Air Transportation in the Garment 
Trade, by Professor Paul D. Converse, of 
the University of Illinois, appeared in the 
August, 1944 issue of Air Commerce. 


15.4 Professor Stuart Daggett of the Uni- 
versity of California, assisted by John Carter, 
is making a study of The Freight Rate Struc- 
ture and Its Bearing upon California Industry 
after the War. This study will consider the 
character and amount of trade between Cali- 
fornia and the Eastern states and will ex- 
amine the freight rate structures and other 
factors influencing inter-regional transac- 
tions in relation to California locational 
problems. 


17. WHOLESALING 
17.1 Handbook for Wholesalers. Committee 


For Economic Development, New 
York, 1944, 34 pp. (See 14.3). 


21. PRICES AND PRICE POLICIES 


21.1 Cost of Living on Farms and Prices 
Paid by Farmers. John D. Black and 
Althea MacDonald, Yournal of the 
American Statistical Association, Sep- 
tember, 1944. 


Whenever agricultural prices are to be con- 
trolled by any form of government action, 
the cost of living on farms will be an impor- 
tant consideration in determining the level 
at which the controls should be operated. 


Consequently every study of the adequacy, 
accuracy, and pertinence of measures of cost 
of living is important. The authors of this 
note have been painstaking in their examina- 
tion of the indexes now available and their 
use in connection with several problems. 
Suitability for each of the several following 
uses is discussed: 


1. Changes in farm expenses or costs. 

2. Changes in the real prices of farm prod- 
ucts. 

3. Changes in the real income of the farm 
population. 

4. Parity price and income calculations. 

5. Effectiveness of price control measures. 


Since several of these uses are of direct in- 
terest to people buying from or selling to 
farmers, this contribution to an understand- 
ing of the implications of present indexes is 
important. Any who are making estimates of 
farmers purchasing power will find it of real 
value. 


21.2 Changing Emphases in Agricultural 
Price Control Programs. Geoffrey 
Shepherd, YFournal of Farm Econom- 
ics, August, 1944. 

This is a penetrating analysis of the price 
trends for agricultural commodities after the 
war. Among the premises accepted is the 
proposition that ‘“‘Congress evidently does 
not intend to let agricultural prices find their 
own levels after this war as they did after 
the last war.” Attention is paid to the pres- 
ent legislation for price control, its short- 
comings, and the need for new measures to 
implement price floors. Price floors, in the 
opinion of the author, must eventually be 
dissociated from a fixed percentage of parity. 
Both production controls and subsidized con- 
sumption will probably find place in the 
postwar program and the effects of each are 
considered. It is interesting and thought- 
provoking to note the extent to which aca- 
demic writers are assuming that a consider- 
able degree of public control of production 
and consumption will be used after the war. 
Such control schemes may profoundly affect 
many of our marketing organizations and 
policies. 
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21.3 Volume II of Joe S. Bain’s “The Eco- 
nomics of the Pacific Coast Petroleum Indus- 
try,” Price Behaviour and Competition, is 
completed and is at the University of Cali- 
fornia Press awaiting publication. 


22. GENERAL MARKET STATISTICS 


22.1 Family Incomes and Postwar Markets. 
Crowell-Collier Publishing Co., New 
York, 1944, 22 pp. 


No one knows what the total national in- 
come is going to be after the war, but the 
U. S. Department of Commerce has released 
some estimates assuming capacity operation 
of our economy. On the basis of this poten- 
tial, Dr. J. Frederic Dewhurst has made an 
analysis in this report to show how such a 
total would be distributed by income groups 
and how many families might be expected to 
be at each income level. This is an intelligent 
estimate of family income distribution and 
as such should aid in plans for postwar mar- 
keting of various products. 


22.2 What Do You Mean—Dwelling Unit. 


C. F. Ackenheil, Printers’ Ink, Sep- 
tember 1, 1944. 


This article warns both those who conduct 
as well as those who use market surveys of 
the need for more accurate data on the num- 
ber of households or families than the United 
States Bureau of the Census provides. The 
point is well made that too often census fig- 
ures for occupied dwelling units have been 
used by market analysts to mean the number 
of households or families. The author ex- 
plains that the Census Bureau includes as 
dwelling units a large number of furnished 
rooms because census enumerators are in- 
structed to include as members of the house- 
hold “lodgers, servants and other unrelated 
persons having no other usual place of resi- 
dence.” He does not criticize the complete- 
ness and accuracy of the Census figures. He 
does suggest, however, that a detailed geo- 
graphical cross-section survey in which an 
attempt is made to note persons who have 
separate eating quarters would provide much 
more dependable data for market analysts 
than the Housing Census figures. 


22.3 Regional Effects of the War on 
Consumer Buying. Dun’s Review, 
July, 1944. 

Regional Barometers Revised and Sim- 
plified. Dun’s Review, August, 1944. 
In the first of these articles Dr. Weld illus- 
trates by diagram and maps that the regional 
trade barometers of Dun’s Review have ad- 
vanced to new highs, with continuing wide 
differences in increases as between various 
regions. He finds that for these regions there 
is little correlation between civilian popula- 
tion changes and the trade barometer, but 
that the number of people employed in man- 
ufacturing has had much to do with barome- 
ter increases in most regions. In many 
regions where war orders (primary contracts) 
per capita have been low the trade barometer 
increases have nevertheless been large, al- 
though high per capita primary contracts 
have undoubtedly been a big factor in the 
large barometer increases in several of the 
regions. Income payments and the trade ba- 

rometers correlate to a fair degree. 
Formerly four factors were used to con- 
struct the trade barometer, department store 
sales, new car sales, life insurance sales, and 
bank debits. New car sales, for obvious rea- 
sons, had to be dropped at the start of 1942. 
In the revision of the barometer, explained 
in the second article, life insurance sales were 
discarded because it was felt that they were 
often too low during recent years to reflect 
trade conditions accurately, and their re- 
gional variations were also open to question 
on this score. Keeping in mind that the trade 
barometer is supposed to reflect principally 
the flow of goods and services into consump- 
tion channels, the revised barometers are 
based mainly on Government reports of de- 
partment store and independent store sales. 
Bank debits constitute the third factor, al- 
though their weight has been reduced. The 
revised barometers for the 29 regions run 
back to 1935. (For complete details on the 
revision see Dun’s Statistical Review, August, 


1944). 
23. MARKET AREA STUDIES 


23.1 Professor Paul D. Converse has pre- 
pared a study of County Income for Iilinots 
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Counties with gains and losses of sales by re- 
tail stores in each county, to be published by 
the Bureau of Economic and Business Re- 
search, University of Illinois. 


24. RESEARCH TECHNIQUE 


24.1 This Type of Research Explores Wants 
That Prompt Purchases. Dale Hough- 
ton, Printers’ Ink, August 18, 1944. 


This article contains further interesting di- 
agrams illustrating the application of the 
Want-Association Technique developed at 
New York University some 10 years ago and 
well known by market research men. The 
illustrations are taken from the drug field 
and show, in one case, a wide disparity be- 
tween the number of people who thought 
first of a certain product to satisfy a given 
want and the number who used the product. 
The application of this technique to a multi- 
ple-use product, and other variations in its 
use, are also illustrated by diagrams, the 
principal thought being to stress the many 
significant questions of marketing and ad- 
vertising policy unearthed when the differ- 
ences between product impact and product 
use are uncovered by means of this particular 
method. 


24.2 Has Radio More Influence Than the 
Press? Paul F. Lazarsfeld, Broadcast- 
ing, October 16, 1944. 


Let us hasten to add to the title question 
the words “‘in influencing political behavior.” 
The article is reproduced from the author’s 
new book “‘The People’s Voice” published 
by the American Council on Public Affairs. 
The conclusions are based upon monthly 
interviews made during the 1940 Presidential 
campaign with a panel of 600 residents of 
Erie County, Ohio, ‘‘a county whose voting 
has paralleled that of the nation for the past 
40 years.” All of which would have little 
significance to marketing men were it not 
that the answer to the question posed the 
problem for this eminent psychologist and 
researcher of measuring comparative “‘influ- 
ence” by means of voter, or what amounts to 
“consumer,” interrogation. He, as well as 
other psychologists engaged in opinion and 


market research, has repeatedly warned of 
the hazards of such a procedure. As Dr. 
Lazarsfeld states again in this article, “‘a di- 
rect self-estimate by respondents, then, will 
not serve our purpose.” 

This difficulty was solved, and the solu- 
tion should be usable under similar circum- 
stances for market research, by a method of 
investigation which rests on the following 
assumption: ‘“The more concrete and specific 
the respondent’s account of the experiences 
which have modified his view, the more 
likely it is that the account is valid. General 
accounts may inadvertently refer to amount 
of exposure and not to influence. But con- 
crete and circumstantial reports of specific 
experiences tend to focus on decisive events 
and to eliminate the component of amount of 
exposure. 

“Obviously, no single question can be ex- 
pected to provide an adequate index of in- 
fluence. But we can use a battery of questions 
which enable us to distinguish between gen- 
eral and vague replies on the one hand and 
concrete replies on the other. If we find that 
the influence attributed to one medium is 
consistently mentioned more frequently as 
we move from general to specific replies, then 
we conclude that this medium has actually 
exerted a preponderant influence and that we 
have arrived at a valid measure of influence.” 

The answer to the question in the title can- 
not be given here because it requires numer- 
ous qualifications. A perusal of the article 
will well repay the curious. 


25. WAR—GENERAL 


25.1 Planning Postwar Products and Mar- 
kets. Metropolitan Life Insurance 
Co., New York, 1944, 61 pp. 


This report analyzes the problems involved 
in securing a satisfactory postwar sales vol- 
ume. It covers policies for acquiring or de- 
veloping an adequate variety of salable 
products, and steps taken to build up mar- 
kets. The study is based on the plans of 
forty-seven concerns now engaged in the war 
effort in varying degree. Included are indus- 
tries in the fields of transportation, chemi- 
cals, steel, nonferrous metals, office equip- 
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ment, food, drugs, textiles, machine tools, 
magazine publishing, and various kinds of 
industrial equipment and durable consumer 
goods. 


25.2 Tomorrow’s Tourist. Time, Inc., New 
York, 1944, 40 pp. 


This forecast of postwar travel trends is 
built around results of a questionnaire an- 
swered by travel agents. Most of them be- 
lieve that postwar travel, after the first few 
years, will greatly exceed prewar travel at its 
best. While some agents anticipate as much 
as 50% of all travel will be by airplane, most 
of them believe the steamship will be in 
greatest demand for tourists. A map of 
prominent postwar tourist areas shows that 
most of the agents questioned consider that 
South America will be the high spot so far 
as foreign travel is concerned, with the Brit- 
ish Isles second. 


25.3 Postwar Marketing. Bankers Trust Co., 
New York, 1944, 15 pp. 


This is a report by T. G. Mac Gowan, 
Manager, Marketing Research, The Fire- 
stone Tire and Rubber Co. and Chairman of 
the Marketing Committee of the Committee 
for Economic Development. He submits and 
discusses three propositions: (1) The prime 
need in industrial postwar planning is to de- 
velop markets—to sell more goods; (2) The 
next most important need is to sell more 
goods at lower distributive costs, so as to 
reduce prices and widen markets still further; 
(3) Development of maximum markets at 
lowest distributive costs will require a calibre 
of marketing beyond anything which has 
hitherto been seen in this country. 


25.4 Let’s Avoid an Inventory Boom—and 
Collapse! Chester Bowles, Sa/es Man- 
agement, October 1, 1944. 


The Administrator for the Office of Price 
Administration points out that almost half 
of the price inflation of the World War I 
came after the Armistice was signed, and 
that ‘‘a similar disastrous speculative spree— 
and it could be far worse this time—must be 
avoided.” After his 8,500-mile trip through 
the West and South he finds that business 


men “‘know that they will get over the hump 
of converting to civilian production more 
readily if there is no disruption in the price 
structure, if we can avoid a wild inflation 
and a consequent disastrous deflation.” 

Among other significant points in the ar- 
ticle is the statement that at this time of 
great inflationary pressures OPA will not be 
able, much as it would like to do so, to re- 
move price controls over the materials freed 
by WPB, but plans are being worked out to 
relax price controls in one commodity field 
after another as soon as there is no longer 
any danger of increasing prices in that field. 
This will serve to prevent the mad scramble 
for inventories such as that by manufac- 
turers and out-and-out gamblers in the 1919- 
1920 period. Says the Administrator, ‘‘An 
economy based on stability of prices, pro- 
vided that prices of finished products are 
‘right,’ is an economy which can lead to large 
production, large distribution and large con- 
sumption .... The ‘right’ price will be one 
which will tap mass markets, a price which 
will yield profits on the basis of volume and 
not on the basis of mark-up.” 


25.5 Changes in Income Distribution in 
Agriculture with Special Reference 
to Technological Progress. Earl O. 
Hardy, Fournal of Farm Economics, 
August, 1944. 

In a somewhat theoretical approach, the 
author concludes that American agriculture 
will undergo some important changes in the 
immediate postwar period in the form of in- 
creased use of machinery. Some empirical! 
verification of this forecast is presented. One 
conclusion of interest to marketing is the in- 
crease in demand for agricultural machinery 
that is implied. The author also points out 
that postwar planning for a prosperous agri- 
culture may take either of two roads, namely: 
“Tf the end is one of high income per farm 
family and at the same time one of using 
resources in the most economic manner, the 
problem is that of getting people: out of 
agriculture. If the end is that of a high in- 
come while maintaining a number of farm 
families near that of 1940, the emphasis must 
focus more nearly on supported prices.” 
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Public policy which interferes with a “‘natu- 
ral” price level for farm products, as implied 
in the second alternative, would certainly be 
of importance to markets in general. Conse- 
quently, marketing specialists will do well to 
ponder the alternatives posed by Hardy. 


25.6 A Postwar Program for American Agri- 
culture. Conrad Hammer, Fournal of 
Farm Economics, August, 1944. 


“‘American agriculture has been exploitive 
of fertility over virtually its entire history. 
The program for the future must be in sim- 
plest terms a reversing of that process so 
that fertility is rebuilt.” Increased sale of 
fertilizer (implying, of course, increased use), 
increased propaganda for good soil manage- 
ment, and, perhaps, centralized control of a 
land-use program are necessary in the long- 
time public interest. A deliberate national 
program of maximizing fertility might be 
undertaken which would lead, probably, to a 
great concentration of the farming area of 


the country, a minimizing of the number of, 


people engaged in farming, and a dislocation 
of existing geographic markets. Total na- 
tional income might well be increased by 
such a program after the transition period. 
The author believes this program might serve 
other national objectives as well, such as the 
provision for agricultural reserves, partial 
control of inflation, improvement of national 
health and vigor. 


25.7 University of Washington 


25.7.1 Effects of World War II on Pacific 
Northwest Trade with Asiatic and Pacific 
Areas, by Dr. Eldon Griffin, is a study of 
trade eliminated by the war, modifications 
of continuing trade, and probable effects of 
different political and economic decisions on 
postwar commerce. Available from the 
Bureau of Business Research. 


25.7.2 Soviet Far East and Pacific North- 
west, by Dr. Robert Mossé, presenting vari- 
ous phases of postwar economic relations be- 
tween the Pacific Northwest and the Soviet 
Far East is also available from the Bureau. 


25.7.3 Pacific Northwest Materials for China’s 
Railways is a preliminary case study in the 


external relations of a region. In it Dr. 
Eldon Griffin presents a study of China’s 
railways in their relation to the Pacific 
Northwest. Available from the Bureau of 
Business Research. 


25.7.4 The Bureau has released a detailed 
data paper dealing with background data of 
the Pacific Northwest, foreign trade of the 
Pacific Northwest, and postwar Pacific trade, 
and titled Pacific Northwest Trade with Far 
East Pacific Nations. It was prepared by 
Professor Charles J. Miller for the Institute 
of Pacific Relations, and is available from the 
Institute at One East 54th Street, New York 
22, New York. 


25.8 Dr. Frank L. Kidner, Director of the 
Bureau of Business and Economic Research, 
University of California, is making an eco- 
nomic survey of California which will indicate 
(1) the prewar economic and industrial struc- 
ture, (2) the impact of the war upon these 
relations, (3) discuss problems of postwar re- 
adjustment. A portion of this project in the 
southern part of the State is being conducted 
under the auspices of the Haynes Foundation 
in Los Angeles. 


26. MISCELLANEOUS 


26.1 Survey of University Business Re- 
search Projects, 1943-1944. Sug- 
gested Research Topics in the Field 
of Business and Economics, 1944. 
(Econ. Series No. 38.) Bureau of 
Foreign and Domestic Commerce, 
Department of Commerce, Washing- 
ton, D. C. 


These are companion volumes. The former 
was prepared by C. S. Logsdon, under the 
direction of Wilford White, in the Division of 
Small Business, and contains some 600 re- 
search projects in progress, or completed, at 
some 88 institutions. The second bulletin 
offers over 100 suggestions of subjects for 
business and economic research. With the 
hope of a larger participation in graduate 
business study in the not distant future, and, 
a possible expansion of faculty research, both 
volumes should prove helpful to our educa- 
tional institutions, the first, in avoiding un- 
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necessary duplication, and the second, in sug- 
gesting appropriate fields for investigation. 


26.2 Professor Paul D. Converse, University 
of Illinois, has prepared an exploratory study 
entitled The Development of the Science of 
Marketing, and also a popular monograph on 
the subject Should I Start My Own Business? 
to be published by the University’s research 
bureau. 


26.3 During the past six months the wage 
structures in some 26,000 establishments have 
been studied by the Bureau of Labor Statis- 
tics in connection with the Occupational 
Wage Rate Project and to fulfill other special 
needs of the War Labor Board. A consider- 
able amount of the wage materials based on 
these studies is continuously being made 
available to industry and labor through spe- 
cial tabulations and general releases. 


Recent reports deal with wartime wage 
movements, urban wage rate changes, inter- 
city variations in wage levels, wages in year- 
round hotels, limited price variety stores, 
department and clothing stores, aircraft sub- 
assembly plants, malt liquor industry, 
brass plants in the Connecticut Valley, cot- 
ton textile manufacturing industry, etc. Spe- 
cial topics are also dealt with, such as paid 
vacations and earnings of municipal workers. 
Findings based on most of these studies are 
expected to be available for publication very 
soon. 


26.4 Pacific Northwest Industry, the monthly 
publication of the Bureau of Business Re- 
search, University of Washington, formerly 
Northwest Industry, now changed from 
mimeographed to printed form, contains 
current authoritative reports on industry 
of the region, its progress and future. 
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Twenty-Five Years, by The Association of 
Cotton Textile Merchants. New York: 
Parker-Allston Associates, Inc., 1944. Pp. 
62. 

It is an old American custom for trade as- 
sociations and large business houses to pub- 
lish commemorative volumes upon the con- 
clusion of a period of recognized progress and 
achievement. Usually they are harmless af- 
fairs of interest only to the trade members or 
business owners. This book departs from the 
usual custom by making a genuine contribu- 
tion to several areas of research in Marketing. 

Historical Development of Marketing: 
Here is a concise account of the development 
of a major commodity market—the factors 


.which account for its location, attempts of 


outside interests to move it elsewhere, a 
demonstration of the value of a “head- 
quarters” for an industry in a day of Regula- 
tion, and an exposition of the major changes 
in the marketing of cotton textiles in recent 
years. 

Growth of Complexity and of Integrity in 
Business: Two dominant factors in our day 
are, first, complex operations over very wide 
areas, and second, dealing with unknown 
commodities and unknown people. Both 
factors are responsible for the growth of uni- 
form laws for business at large or for particu- 
lar industries. This facet of economic de- 
velopment is expressed in the development of 


the “Worth Street Rules” under which all 
members of the cotton trades obtain uni- 
formity in contracts, clarity in terminology, 
and successful arbitration methods. They 
also obtain a POLICE FORCE for honest 
dealing. This is, in the light of historical 
perspective, a major step forward for 
honesty, like freedom, is absolutely essential 
before genuine progress can be made. 

The evolution of these rules from “under- 
stood” practices of the past to “Definitions 
of Fair Trade Practices” of 1931 and finally 
to the “Worth Street Rules” of 1935 affords 
a definitive account of the development in a 
particular industry of voluntary cooperation 
for uniformity and policing. 

Industry-Government Relations: The ac- 
tion of the cotton industry in dealing with 
the government is worthy of extended study 
inasmuch as it may be the only way in this 
country of resolving governmental regulation 
and individual enterprise. The system is 
simple. The members of the industry co- 
operate to form an association. The associa- 
tion appoints committees which deal with the 
respective government agencies regularly or 
as specific problems arise. The industry 
abides by the findings. Committee action is 
based on a fact-finding bureau (the Cotton 
Textile Institute). Other industries have 
done the same but the success of the cotton 
industry (the problems of which have been 
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particularly acute) is outstanding and this 
brief section of this small volume might well 
become the primer for the immediate future 
in Industry-Government relations. 

Rapid Adjustment: The cotton industry is 
one of those most frequently accused of 
failure to adjust rapidly to the fluid condi- 
tions of our decade. Statistics on war pro- 
duction indicate that this industry can adjust 
as rapidly as the much-publicized machine in- 
dustry. An example is afforded by the in- 
crease in production of Sanforized drill from 
20 million square yards in 1940 to 190 million 
square yards in 1942 and herringbone twill 
from 12 million to 195 million (page 49). 

This volume is not a major work; it is 
commemorative. At the same time it is us- 
able. Teachers of Marketing will find there a 
wealth of illustrative material. Men in 
Management will find a guide to problems 
arising from regulation. Economists will find 
a verification of many important trends in 
American industry. 

Epwin WIGGLESWoRTH 
Ann Arbor, Michigan 


War AnD Postwar ApjusTMENT Poticies, 
by Bernard M. Baruch and John M. Han- 
cock. Washington: American Council on 
Public Affairs, 1944. Pp. 131. $2.50. 

This book is the official report of the au- 
thors to James F. Byrnes, Director, Office of 
War Mobilization, who had directed them to 
inquire into war and post-war economic 
policies. 

It is divided into three parts, a synopsis of 
the major suggestions of the authors, an 
elaboration of those suggestions indicating 
the background considerations out of which 
they grew, and a more elaborate treatment of 
three subjects which the authors regarded 
as of outstanding importance. These subjects 
are contract termination, the disposal of 
surplus property, and methods for tightening 
the war machine. 

The authors establish as the paramount 
objects of our planning and regulatory effort 
the following general purposes: 

1. Getting us all back to work in civilian 
enterprises. 

2. Taking the government out of business 


as fast as possible by making payments for 
work done or under way on war contracts 
with proper provision to prevent fraud in 
making such payments, by moving finished 
but not immediately needed war materials 
out of the plants where they were produced 
so as to make way for civilian production, 
and by centralizing the control of the dis- 
posal of military surpluses to insure their 
prompt and orderly marketing. 

3. Generally tightening up the industrial 
war front so as to finish the war quickly and 
finally. 

4. Providing constant review of war agen- 
cies and controls so as to cut them down as 
the need for them dwindles. 

5. Establishing a Uniform Contract Termi- 
nation Article. 

6. Immediately extending the powers 
governing price control, priorities, and 
rationing. 

7. Conducting preliminary engineering 
work on public works projects so that they 
may be quickly put into process to head off 
unemployment. 

8. Providing credit for businesses, es- 
pecially small businesses and those started 
by returned service men, during the adjust- 
ment period. 

g. Preparing to reduce taxes to peace-time 
levels to stimulate enterprise and employ- 
ment. 

10. Preparing a comprehensive X Day 
Reconversion Plan. 

The report contains some detailed sug- 
gestions as to the manner in which these 
various ends should be sought out but leaves 
much to the judgment of those charged with 
the task of working them out. It is stressed 
repeatedly and emphatically that all the 
operations involved should be carried out in 
a gold-fish bowl with complete publicity and 
candor 

The report is written in the simple and 
direct language Americans have learned to 
expect from the pen of Mr. Baruch. The 
document was obviously prepared for wide 
public distribution. If it is generally read, it 
should go far to enable the people of the 
country to understand the complicated prob- 
lems with which it deals. 
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The effect of the report has been marked. 
It has served as a Bible to those engaged in 
working out the details of the plan for the 
distribution of service surpluses. Its emphasis 
upon the establishment of an over-all policy 
making body, the use of existing agencies in 
the actual work of distribution, the impor- 
tance of speed in doing the task and the need 
to tie in the work with the activities of the 
war agencies has carried through into both 
the organizational structure set up to do this 
job and the psychology of the executive 
personnel staffing that structure. 

The preparation of reconversion plans is a 
much more complex and difficult undertak- 
ing. But a fair beginning has been made upon 
it and one generally in accordance with the 
principles laid down in the report. 

The report is the type of public document 
that is all too rare in its unusual combination 
of simplicity of treatment and its profound 
grasp of the intricate and difficult problems 
with which it deals. 

R. S. ALEXANDER 
Washington, D. C. 


WestTERN Prices Berore 1861, A Study of 
the Cincinnati Market, by Thomas S. 
Berry. Cambridge, Mass.: Harvard Uni- 
versity Press, 1943. Pp. xxi, 645. $5.00. 
This book is a model of the Ph.D. thesis. 

It shows evidence of thousands of hours of 
careful and painstaking investigation of 
price data. It has been written by a man who 
is aware of the many ways in which the data 
presented throw light on various aspects of 
economic and business theory. It is well or- 
ganized, carefully documented, and replete 
with charts, tables, and coefficients of cor- 
relation. As the model Ph.D. thesis should, 
it clearly demonstrates the competence of 
the author, but. the range of purpose is so 
broad and the details are presented with such 
abundance that it is doubtful that many 
people other than specialists in price history 
will read the book in its entirety. 

As the title indicates, the book deals with 
Price data published in Cincinnati prior to 
1861. The data becomes increasingly sparse 
as time goes back so that there is practically 
no data before 1780. Most of the series pre- 


sented are continuous after 1816 and reason- 
ably full data are available from 1845 on. 
The bulk of the analysis deals with the period 
between the War of 1812 and the Civil War. 

The material presented is divided into 
three general sections, with the discussion of 
each section receiving approximately equal 
space within the book. Part One deals with 
freight rates and tonnages moved and is 
presented on a carrier basis, i.e., flatboat, 
steamboat, canal boat, wagon, and railroad 
data. This information shows the growth of 
the Cincinnati market and relates it both to 
its hinterland and to other markets. Part 
Two deals with the prices and volume of 
production of individual commodities. Local- 
ly produced products such as flour and wheat, 
whiskey and corn, pork products and hogs, 
and the salt trade receive considerable 
emphasis. Data on imported products are 
much less abundant and are consequently 
treated under ‘such general headings as 
textiles, groceries, ferrous products, etc. 
Separate price indices for agricultural prod- 
ucts and their derivatives (the principal 
export items during the period covered) and 
for manufactured goods and raw materials 
(items imported into the region) are pre- 
sented. Part Three presents data on the 
specie holding of banks, notes in circulation, 
discounts quoted on the notes of other banks 
in terms of specie, etc. The material is pre- 
sented on a chronological basis and recog- 
nizes four major cycles, each with its sub- 
cycles or “‘waves.”” General comments on the 
state of trade taken from the financial 
writers of the times are used to supplement 
the price and banking data. More attention 
is paid to the turning points of the various 
fluctuations recorded. 

The wealth of data presented in the book 
makes it extremely difficult to single out par- 
ticular points for comment. To the reviewer, 
however, the most interesting aspect of Part 
One was the brief comment on the competi- 
tion between flatboats and steamboats for 
the downstream freight traffic on the Ohio- 
Mississippi rivers. Steamboats were able to 
make the trip in five to seven days whereas it 
required a flatboat approximately a month 
for the same trip. In spite of the superior 
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speed of the steamboat it did not displace 
the flatboat, and downstream rates were con- 
trolled by flatboat costs. The premium on 
speed seems to have been almost nil for the 
type of products then shipped downstream 
and the record of this inter-agency competi- 
tion is a sobering factor in evaluating the 
potential development of air transport where 
superior speed is the sole attribute of the 
competing means of transport. 

In Part Two, the chapter describing the 
growth of the salt trade is of particular in- 
terest. Evidence is presented which shows 
that an attempt to “stabilize” prices was 
made during the period 1812 to 1815. All 
sales were handled through a single agency 
and control over production was secured by 
lease arrangements. The attempt to stabilize 
price came after a marked fall in the price 
of salt and after the industry had passed into 
the hands of relatively few producers due to 
the limited sources of brine. A series of at- 
tempts to control prices followed in the suc- 
ceeding years and the history of these at- 
tempts parallels those of the trusts and com- 
binations of the 80’s and go’s. 

Part Three, which presents a chronological 
picture of the fluctuations in activity and in 
prices, was of interest because of the data on 
the long run changes in the level of regional 
export prices and regional import prices. The 
carefully constructed price indices show that 
“Index A (agricultural export prices) was 
subject to no long range drift but was fea- 
tured by the tidal rise and fall. On the other 
hand, Index B (manufactured and imported 
goods) underwent an enormous decline be- 
tween 1788 (the earliest year under the 
analysis) and around 1850. There is evidence 
of a reversal of trend thereafter.” Almost all 
of the decline in import prices can be ex- 
plained by improvements in river transporta- 
tion which affected inward (or upstream) 
transport costs only. The advent of the rail- 
roads around 1850 opened up the east-west 
flow of goods, both import and export, and 
hence tended to divide the economy of trans- 
port between the two classes of goods rather 
than concentrate the savings on one group. 

All of the prices reported are “wholesale” 
prices, i.e., published prices for bulk pack- 


ages of particular commodities. No attempt 
is made to determine the price structure for 
any commodity or to study the change in 
structure through time. Some progress in 
this direction might have been made by com- 
paring the published prices with those re- 
ported in the account books of private con- 
cerns, although the problem of isolating the 
effects of quality, quantity, trade positions, 
and terms of payment probably requires 
more abundant data than seem to be avail- 
able. 

Georce H. Brown 

University of Chicago 


SELLING, by E. G. Blackstone, C. C. Craw- 
ford, and E. Grinnell. Boston: Heath, 1942. 
Pp. xii, 338. $1.60. 

This is a guide to a new type of salesman- 
ship course. It is intended as a help to study 
actual selling, not merely to study books 
about selling. The book seeks to start the 
prospective sales person to thinking, not only 
by means of the discussions in the main body 
of the text but even more by means of activi- 
ties and decision questions following the 
sections. 

The volume is divided into ten sections or 
chapters. In each section there are lists of 
“Activities,” “Decisions,” and “True-False 
Statements” to help the student review the 
section and answer pertinent questions on 
the text. The “True-False Statements” are 
included as aids to study, also for self-testing. 
The activities and decisions questions at the 
end of each section are the real backbone or 
substance of the book. Each section begins 
with a series of stimulating and thought pro- 
voking questions relating to the subject to be 
discussed. Interspersed with the text material 
are clever cartoons to illustrate some of the 
points developed. These hold the students’ 
attention. 

The section on “Getting a Selling Posi- 
tion” is particularly good. It should prove 
helpful to high school graduates seeking their 
first selling position. Other excellent sections 
are “Persuading and Convincing,” ‘“Ex- 
plaining and Demonstrating,” “Pressing for 
a Decision,” and “Following Through.” A 
list of the more common objections and ex- 
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cuses which customers offer, together with 
suggestive policies to be pursued in dealing 
with customers, is helpful. 

If there is one criticism, it is referring to 
the subject as the “selling game.” Real sales- 
manship is a business not a game. 

This book is a good one for use with high 
school students. Junior college teachers will 
also find it useful. 

Hausey E. RaMsen 
Miami University 


REPORT OF THE FEDERAL TRADE CommiIs- 
sion ON DistRipuTION METHODS AND 
Costs, Part I. Important Food Products. 
Washington, D. C.: Federal Trade Com- 
mission, 1944. Pp. xii, 223. $.30, paper. 
This is a study of the costs of distribution 

incurred by the manufacturers of the follow- 

ing food products: biscuits and crackers, 
bread, coffee, flour, milk and milk products, 
packaged cereals, cane and beet sugar, 
canned fruits and vegetables, meats. The 
section on fresh fruit and vegetables includes 
distribution costs of all middlemen. A study 
of the cost structure of a limited number of 
wholesale grocers, retail grocers and consumers 
cooperatives is also included. The study of 
each commodity follows the same pattern, 
viz.: a brief discussion of the industry and its 
product, the ordinary channels of distribu- 
tion, the costs of distribution and the chief 
factors accounting for the costs. Very few 
interpretative remarks are found in the com- 
plete edition of the study which was released 
early in 1944 but a brief edition entitled 

“Summary and Conclusions” released in the 

latter part Of 1943 contains certain conclu- 

sions, 

It was found that manufacturers’ distribu- 
tion costs differed greatly, depending upon 
the nature of the product and the functions 
of marketing undertaken. The costs ranged 
from 3.87 cents per dollar of sales for cane 
sugar refiners (excluding outward transporta- 
tion) to 30.85 cents for packaged cereal 
manufacturers. The Commission concluded 
that the possibilities for economies in distri- 
bution costs have not been exhausted, par- 
ticularly where expensive selling and delivery 
Services are provided. It was further con- 


cluded that especially in times of “sellers’ 
markets” when competition among sellers is 
weakened, distribution costs may be in- 
creased “through the usual number of 
middlemen taking larger margins than usual, 
or through the insertion of an unnecessary 
number of middlemen, each taking his usual 
margin in cents per unit of quantity handled 
or his usual percentage margin or commis- 
sion per dollar of sales.” 

It was difficult for this reviewer to dis- 
cover just how this last conclusion was ac- 
tually demonstrated by the Commission’s 
own study. It was certainly shown in the 
cases of packaged cereals, biscuits and 
crackers, ice cream and coffee, that certain 
services including special packaging and 
wrapping, frequent deliveries, consignment 
selling, free display racks, etc., help to in- 
crease the manufacturers’ marketing costs. 
But since the study was limited to two years 
for comparative purposes (in most cases only 
one year was covered) there was little or no 
evidence that costs rise when the situation 
changes from a buyers’ to a sellers’ market. 
Neither was the implication proved that 
direct selling or reducing the number of 
middlemen lowers the marketing costs, for 
the Commission’s data in many instances 
show that manufacturers who sell princi- 
pally to the retailer or ultimate consumer 
have higher distribution costs than those 
who sell more indirectly. This was found to 
be true in the case of coffee processors, flour 
millers, fruit and vegetable canners, for ex- 
ample. No study was made of a// distribution 
costs up to the final consumer. 

Because of the presence of joint costs and 
the lack of thoroughgoing cost accounting 
methods, it is difficult enough to measure the 
level of distribution costs, but it is tenfold 
more difficult to determine if that level is too 
high or not, particularly when the study is 
limited to manufacturers’ distribution costs. 
The Commission’s study itself suggests that 
certain practices costly to the manufacturer, 
such as the packaging of sugar, may actually 
lower the retailers’ handling costs. Other 
costly practices may perhaps be unavoidable 
because of the nature of the commodity (such 
as the packing and transportation costs for 








300 


THE JOURNAL OF MARKETING 





fresh fruit and vegetables). Still others are 
due to the prevailing tendency toward hand- 
to-mouth buying on the part of retailers and 
consumers which necessitates small and fre- 
quent orders. 

These remarks are not intended to excuse 
high distribution costs. Some are probably 
avoidable and could be eliminated by agree- 
ment among dealers or manufacturers or by 
consumer education. The abolition of the 
consignment selling of bread by the Secretary 
of Agriculture suggests that government 
action may be another way out without un- 
duly inconveniencing the consumer. The 
study of the Commission puts more light on 
a dark corner of marketing but conclusions 
should not be drawn from it without taking 
all aspects of the problem of marketing costs 
into consideration. 

Wiu1aM C. KEssLer 
Colgate University 


Foop RatTIoNING AND Supply 1943/44, by 
Economic, Financial and Transit Depart- 
ment of the League of Nations. New York: 
Columbia University Press, 1944. Pp. 101. 
$1.00, paper. 

This is a picture of food shortage and 
starvation accentuated by war, and of ef- 
forts to stretch limited supplies by rationing. 
In the fourth war year “the total consump- 
tion of food may have declined to roughly 
two-thirds of the immediate prewar average” 
for the continent of Europe as a whole. 
Measured in terms of calorie intake, food 
consumption was up to prewar levels in 
Germany, Denmark, Bulgaria, Rumania, 
and Hungary. In Belgium, Finland, the 
Netherlands, and Norway the theoretical 
intake was smaller but was not critically 
short. In the Baltic states, Slovakia, France, 
and Italy the rations were too low to permit 
full working efficiency. In Poland, Greece, 
parts of Yugoslavia, and occupied Russia 
actual famine was frequent in 1942; in 1943 
conditions had improved but semi-starvation 
prevailed. 

The situation in the latter countries is ag- 
gravated by German policy which provides 
adequate food for Germans at the expense 
of other people. For example, in Poland 


Jews are allowed only half the rations issued 
to Poles. It is not probable that they can 
survive very long. For them rationing is a 
method of extermination. 

In North America, the United Kingdom, 
Sweden, Switzerland, and Germany theoreti- 
cal rations are fully honored but not in oc- 
cupied countries nor where prices have risen 
so much that low-income groups cannot buy 
their full allotments. Rationing is invariably 
accompanied by a black market. Conse- 
quently, legal rations represent maximum 
rather than average consumption in Europe. 

Infants and young children are given a 
privileged position in most rationing systems, 
Not only is the quantity larger but the ra- 
tions contain more protective foods. 

It is difficult to correlate nutrition and 
health, but in general it may be concluded 
that there has been a serious increase quanti- 
tatively in tuberculosis. Among the epidemic 
diseases diphtheria has increased most 
generally. Over most of Europe there has 
been a noticeable loss in body weight among 
adults. Among children there is a noticeable 
retardation in growth. Mortality statistics 
rose sharply in Greece, then fell to normal 
when the Allied Governments sent in food. 

Birth rate has increased in the United 
States, Canada, United Kingdom, Sweden, 
New Zealand, Netherlands, Denmark, and 
the Protectorate. But in Germany, Italy, 
Belgium, France, Bulgaria, and Rumania, 
birth rates have declined. 

Before the war nearly two-thirds of the 
United Kingdom’s food supply was imported; 
by 1943 over two-thirds was grown at home. 
Although the national diet was less varied 
it had improved nutritionally. The British 
rationing system aims at establishing a mini- 
mum diet for all citizens; it fixes the price of 
food for the consumer according to considera- 
tions of social policy. Differences between the 
cost of production and/or imports are met 
by the Treasury from subsidies or by profits 
earned on the sale of other foods. 

Stocks of wheat available at the end of 
hostilities will constitute one of the most 
important factors in determining the measure 
of relief that can be afforded to impoverished 
areas in Europe and elsewhere. World carry- 
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over has grown steadily to 1,160 million 
bushels. As the war ends the wisdom of 
decisions concerning rationing, relief, and 
reconversion of resources doubtless will de- 
termine the course of events for a generation 
or more in Europe. 

Le.anp J. Gorpon 
Denison University 


Worip Minerats AND Wortp Peace, by 
C. K. Leith, J. W. Furness, and Cleona 
Lewis. Washington: Brookings Institution, 
1943. Pp. xii, 253. $2.50. 

The authors do an excellent job in the task 
undertaken—analysis of the relation of 
world minerals to world peace. The book is 
divided into three parts the first of which 
deals with physical and business charac- 
teristics, the second with political and eco- 
nomic trends, and the third with the outlook 
in the future. 

The authors point out that world mineral 
output has closely paralleled industrial out- 
put in the past 60 years during which time 
both have increased approximately six times. 
In the United States mineral production has 
not been greatly different although fuels 
have increased more than metals whose 
production has tended to level off. At present 
the utilization is greatly accelerated by the 
needs of warand modified by technical changes. 

No nation is, or is likely to be, self-sufficient 
in all minerals as mineral supplies are defi- 
nitely localized. A list of countries that are 
major producers of 37 minerals reveals the 
United States as the largest producer for 17 
minerals and second largest for five; Russia is 
the largest producer for one and second larg- 
est for ten; and similarly Germany for four 
and one. All nations are dependent upon 
others for some minerals. There is little 
likelihood that major producing areas will be 
changed appreciably in the future, but rather 
that present producers will remain dominant. 

Mineral advantage is with the United 
Nations. Germany, Italy, and Japan in 1939 
produced less than 11 per cent in value of the 
world mineral output. By 1942 they had ac- 
quired control of an additional 14 per cent. 
It is significant, however, that the United 
Nations either produced or secured by trade 








almost all of the remaining world production. 
In smelting and refining equipment the ad- 
vantage was approximately the same. 

International trade in minerals has been 
subject to control by cartels and monopolies 
and by governments. Thorough discussions 
of a number of products are given by the 
authors. Generally the cartel operates at a 
disadvantage compared with the monopoly. 
Likewise support by governments gives 
strength to these groups. The commercial 
policies of most nations have tended to re- 
strict trade in minerals although their pur- 
pose was to protect national interest. Trade 
barriers in the form of tariffs, quotas, or 
exchange controls have hindered interna- 
tional trade in minerals. Many countries 
have restricted the rights of foreign nations 
to exploit their resources. Government 
ownership and regulation have increased 
greatly and will likely become increasingly 
important. 

What do the authors think of the future? 
They believe that all nations should have 
unrestricted access to minerals for purposes 
of peace but not for purposes of war. To pre- 
vent their accumulation for war the nations 
controlling the resources would have to al- 
locate minerals in line with peacetime needs 
and supervise the imports to other countries. | 
This should be done before war starts with 
the backing of force as part of a world peace 
plan. 

The last section dealing with “The Future” 
should provoke some argument on such 
questions as: “Should minerals be rationd 
to prevent their use for war purposes? Should 
rationing be done by those who have the 
minerals, or might they be the aggressors? 
Would this rationing be able to prevent the 
creation of stock piles? Would the chances of 
peace be increased?” 

The book is of interest to the general 
reader, and particularly to those concerned 
with problems of international trade and 
mineral economics. An appendix on produc- 
tion and processing data is included and 
although the book has no bibliography the 
text is adequately foot-noted. 

Ap.owe L. Larson 
Oklahoma A. and M. College 
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Prices 1n A War Economy, Some Aspects 
of the Present Price Structure of the 
United States, by Frederick C. Mills. New 
York: National Bureau of Economic Re- 
search, 1943. Pp. 102. 


This study is concerned mainly with price 
relations in 1943, and with the “physical 
interchanges of goods and services that are 
conditioned by price relations.” 

Part I is a brief discussion of the economy 
of the United States in 1939 and compares it 
with the 1912-14 period and with 1929. The 
decade 1929-39 is shown to be a period of 
“arrested development” in volume of final 
product; yet, “in the face of the adverse 
forces that swept the world the level of con- 
sumer well-being had been maintained, our 
industrial plant preserved, and we had made 
technical advances greatly enhancing indus- 
trial productivity and containing the seeds of 
a vastly increased output” (p. 5). The period 
1914-18 to 1939 is shown to be one in which 
consumers gained higher living standards and 
consumption was more varied, but the author 
points out that their real income could have 
been higher in 1939 had the great advances in 
technical efficiency during this period been 
fully realized. 

Part II covers the economic changes from 
1939 through 1942, with supplementary ma- 
terial extending through the first part of 
1943. The value of the gross national product 
and the national income, “deflated” by tak- 
ing “rough account” of price advances, in- 
creased 35 and 33 per cent respectively. In- 
cluded is a discussion of changes in the pro- 
duction of the major categories of products, 
of transportation, construction, and con- 
sumer goods and services. Also covered are 
changes in the composition of industrial 
products, the volume of output devoted to 
war purposes, changes in the number em- 
ployed, and technical improvements. ““The 
record of over-all output shows that the 
powers of industrial production that were, 
in large part, only potential in 1939 were 
utilized in 1942 in a drive for production that 
far exceeded anything attempted before in 
our history. That drive was successful” (p. 
13). 
Part II also discusses wholesale prices, the 


price changes at different levels of production 
and distribution (specifically covered are 
general food products, fruits and vegetables, 
meat animals and meats, cotton and cotton 
goods, at the farm, at wholesale, and at 
retail), and the incidence of price inflation 
(pp. 22-44). Since the whole study concludes 
with the early months of 1943 (the Presi- 
dent’s “hold-the-line” order was applied in 
March), the last paragraph in this section is 
of interest: “The story of the latest economic 
expansion is, of course, unfinished. How ef- 
fective commodity price controls will be we 
do not know. Whether the inflationary forces 
that are still clearly present and powerful 
will be kept in check by rigorous taxation 
and more extensive investment in govern- 
ment bonds and, if they are not, where and 
how they will make themselves felt as the 
expansion runs its course are matters that 
are yet to be determined” (p. 44). 

The introduction to Part III (Price Rela- 
tions in 1943) points out that “The unit 
values of some goods and services have risen 
to new high levels; others have lagged, and 
have lost in relative worth. These shifts af- 
fect the economic status of producing and 
consuming groups. The relations between 
physical outgo and physical income are 
altered. The relative attractiveness of oc- 
cupations is modified. Stimulus to pro- 
ductive activity is enhanced or retarded. The 
relations now existing, after the stresses and 
upheavals of three and one-half years of war, 
are of special interest... . If stabilization 
efforts are successful this system in its main 
features will define economic relations for 
the period of the emergency” (pp. 44-45). 

In his final paragraph the author concludes 
that “The price system of mid-1943 is under 
continuing inflationary pressures. Pushes 
from the cost side are strongly supplemented 
by the pressure of buying power in excesss of 
the value (at present prices) of the consumer 
goods our productive system can turn out. 
The brief account we have given of existing 
terms of exchange may turn out to be a cross- 
sectional view of a system still to experience 
major shifts. Or, with success in holding the 
main line, the relations now prevailing may 
persist with only minor modifications until 
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the coming of peace releases strong new 
forces and drastically alters the conditions of 
economic equilibrium.” 

Many tables and charts are used as the 
basis for the main discussion and an appendix 
of 36 pages furnishes more detailed informa- 
tion for those wishing to pursue the topics 
covered in more detail. 

To the reviewer, who has not worked ex- 
tensively with the data Mr. Mills has used, 
this study appears to have been carefully car- 
ried out. A variety of sources are drawn on, 
including a number of the National Bureau’s 
own publications. The limitations involved 
in the data used appear to be fully realized 
and, when they tend to limit the value of 
particular conclusions, the reader is fully 
warned in the text or in the footnotes. Some 
of the most interesting parts of the study are 
found in the footnotes which explain or 
criticize some of the important data com- 
monly used in making the type of compari- 
sons on which the study is based. 


Frep E. Ciark 
Northwestern University 


ConsumMER Crepit Tueories, A Historical 
and Critical Analysis, by Wallace P. Mors. 
Chicago: The Journal of Business of the 
University of Chicago, Part 2, 1944. Pp. 
74. $1.00, paper. 

The reader will be impressed with the 
painstaking research and the discriminating 
selections of opinions and citations of out- 
standing economists which the author has 
quoted in his effort to untangle the economic, 
social and psychological ideologies in which 
the field of consumer credit seems inextric- 
ably entangled. With the increased emphasis 
that has recently been placed upon consump- 
tion, the economist, the sociologist, and the 
legislator may upon reading this monograph 
find that it disturbs some of his preconceived 
ideas and prejudices and clarifies his thinking. 
The credit man or practitioner in the field 
in many instances would be lost in the con- 
flicting concepts, and regard many of the 
theories and observations as of interest only 
to the armchair philosopher. The social re- 
former who might be seeking ammunition to 


curb malpractices in this field will find little 
assistance here. 

From this study one readily senses why 
discussions and arguments relative to the 
merits of consumer credit are frequently so 
futile. Some reasons for this are traceable to 
a lack of a standard definition as to what 
should be included in this field; a second dif- 
ficulty is the diverse interests of individuals 
and institutions in the consumer credit field; 
a third factor is the relatively recent recogni- 
tion of consumer credit as a disturbing factor 
in the cyclical rise and fall of business ac- 
tivity which has provoked claims and coun- 
terclaims as to its nature and importance. 

In the second chapter, dealing with the 
effect of consumer credit on the consumer, 
the claims by economists that our economy 
has been materially benefited by the wider 
utilization of consumer credit are subjected 
to challenge. It has been claimed frequently 
that mass production has been made possible 
by instalment credit, that individuals’ mone- 
tary and psychic incomes have been increased 
through this mechanism, that instalment 
credit has encouraged thrift. While not 
denying the tenets of these economists, such 
claims are challenged by quotations from 
other economists—economists who feel that 
at best the evidence on these points is not 
conclusive and should be subjected to further 
analysis. 

The author also discusses some desired re- 
forms such as the development of standard 
contracts in the sale of goods on instalment, 
consumer education as to the various sup- 
pliers of consumer credit, and the relative 
costs of cash loans and sales credit. He points 
out that such information would intensify 
competition among grantors of consumer 
credit; and so, through the stimulation of 
competition, rates would be reduced and 
some abuses eliminated. 

Chapter 3, “Consumer Credit and the Real 
National Income under Full Employment,” 
and Chapter 4, “Consumer Credit and Un- 
employment Conditions,” do not contribute 
much to existing knowledge or add materially 
to a better understanding of the importance 
of consumer credit. The author’s point of 
view seems well summarized in a sentence 
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taken from his conclusions in Chapter 3: 
“The foregoing analysis on the whole sup- 
ports the classical conclusion that consumer 
credit does not under theoretical conditions 
augment the production of an economy, that 
is, its real national income through time.” 

Mr. Mors devotes a great deal of space to 
the opinions of various economists but 
rightly places major stress upon two recent 
studies: Consumer Credit and Economic 
Stability by Nugent, published by the Rus- 
sell Sage Foundation in 1939, and Consumer 
Instalment Credit and Economic Fluctuations 
by Haberler, published by the National 
Bureau of Economic Research in 1942. While 
the author does not commit himself, his atti- 
tude seems to be more sympathetic with 
Haberler’s thesis which, while granting the 
importance of consumer credit as a factor 
in the business cycle, views it more as a 
resultant than a causal factor. This is in con- 
trast with Nugent who believes that if the 
sale of consumer goods could be stabilized 
by adjusting consumer credit terms, a major 
step will have been taken in over-all stabili- 
zation of business. 


The concluding chapter discusses the prob- 
lem of controlling consumer credit move- 
ments in order to curb their cyclical in- 


fluence. To control this form of credit 
through the traditional banking methods of 
raising and lowering the interest rate seems 
impractical, for consumers are not particu- 
larly sensitive to small percentage increases 
in credit prices. This is true because interest 
charges generally represent only a small part 
of the finance charge in instalment credit. 

Mr. Mors concludes that since interest 
rates or rediscount rates appear to be in- 
effective in retarding or stimulating con- 
sumer credit, control must be effected 
through placing limits to which vendors can 
grant credit to consumers or by making 
specific requirements on all items or a se- 
lected list as to the down payment and 
length of credit period. As he points out, 
consumer credit has been controlled through 
Regulation W during war time and this ex- 
perience should provide some indication of 
the feasibility of controlling consumer credit 
through down payment requirements and 
maturity limitations. 


The author notes the fact that his study 
was completed early in 1942 and, therefore, 
he was unable to evaluate Regulation W and 
its effects. He also makes the observation 
that control of credit terms provides a better 
brake than an accelerator and that a control 
mechanism of this character cannot be auto- 
matic—its administration would require fore- 
sight and a high quality of practical judg- 
ment. 

TuHeEopore H. SmitH 
Washington, D.C. 


Lenp-LeasE, Weapon for Victory, by Ed- 
ward R. Stettinius, Jr. New York: Mac- 
millan, 1944. Pp. xiv, 358. $3.00. 


The purpose of this book is to tell the 
story of Lend-Lease ‘“‘a new and important 
development in the foreign policy of the 
United States ...how it came into being, 
what it is, and how it works.” 

Following an introductory chapter, Mr. 
Stettinius uses the first section (Part II) of 
the book to give the background for Lend- 
Lease. In this section he traces the develop- 
ment of our trade relations with “anti-axis” 
nations from “normal” operations through 
“Cash and Carry,” “Destroyers for Bases,” 
and the passage of the now famous “H.R. 
1776.” The debt we owe the Anglo-French 
peoples for starting us—with their capital— 
in a production for war economy does not go 
unmentioned. 

The second main portion of his book (Part 
III) is concerned largely with getting Lend- 
Lease into action. Much of this section is 
devoted to the transportation problems en- 
countered supplying countries at war. A 
short but interesting statement of the ef- 
fectiveness of dehydration and compression 
in conserving shipping space is made here. 
The effect of Pearl Harbor on Lend-Lease 
operations and strategy is discussed in a 
manner that assists in thinking about what 
was once a hotly contested subject. 

In the last main section (Part IV) the 
following topics are discussed: Lend-Lease 
on the Roads to Tokyo; Supplies to the 
Soviet; Aid to the Undefeated (Norwegians, 
Dutch, Poles, etc.); A Visit to Wartime 
Britain; Lend-Lease in Reverse; Lend-Lease 
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and Combined Operations; and Lend-Lease 
in the United States. It is in this section that 
the statistics are introduced to show that up 
to June 30, 1943, Lend-Lease costs were 12 
per cent of total war costs; that during the 
first half of 1943, 16 planes out of each 100 
we produced went for Lend-Lease; 38 out of 
every 100 tanks; 10 out of every 100 trucks, 
jeeps, scout cars, and other vehicles; and 10 
per cent of our food production went for 
Lend-Lease. 

The story of Lend-Lease as told by Mr. 
Stettinius is a vivid and coherent account of 
the activities of one of our very important 
tools of war. And that it is just that, a tool, 
whose use requires the same planning, direc- 
tion, and control required by the units of 
our armies and navies is emphasized through- 
out the book. The 60 illustrations (maps, 
photographs, pictograms, cartoons, etc.) do 
much to clarify the story in the text. 

The book is popular in nature and obvi- 
ously not directed specifically to marketing 
men. Nonetheless, the discussion throughout 
the book raises many questions close to and 
definitely in the area of marketing. 


Samuet C, McMILian 
University of Connecticut 


Booxs RECEIVED 


Brazil on the March, A Study in International Coopera- 
tion, by Morris L. Cooke. New York: McGraw-Hill, 
1944. Pp. xvi, 303. $3.00. 


An illustrated popular book by the chairman of the 
American Technical Commission to Brazil on the re- 
sources of the fourth largest country (bigger than the 
U.S.) in the world and its present fast-moving industrial 
revolution (15,000 factories established in three years). 
The author concludes that Brazil’s greatest need is 
education particularly of the engineering and vocational 
types. 


Do We Want Free Enterprise, by V. O. Watts. Los 
Angeles: Chamber of Commerce, 1944. Pp. v, 165. 
$.50, paper. 


“Free competitive enterprise is something we have 
loudly acclaimed. We have praised it, however, not so 
much because we have understood it or even because 
we have wanted to practice it.... Almost everyone 
seems to favor it. Even Hitler said he was for free enter- 
prise—provided it was properly regulated to protect the 
public interest. But what is ‘proper regulation’? . . . The 
need is for an understanding of what is a good economic 
system and how it may be built. Except as this under- 
Standing grows we shall accomplish little by repeating 


to ourselves and others, ‘Free enterprise—it’s wonder- 
ful!’ ”” 

This volume arose out of an undertaking by business 
men to educate themselves as to the real meaning of the 
free enterprise system. It is a logical, simple presentation 
which destroys a multitude of popular delusions, many 
of which are held by business men as well as by laymen 
and planners both in and out of the government 
service. 


Extension Agreements With Debtors, A Manual of Pro- 
cedures and Methods, by Carl B. Everberg. New 
York: Ronald Press, 1944. Pp. vii, 132. $3.50. 


This little volume should be helpful not only to the 
debtor who faces a crisis and needs to know quickly 
what to do to hold off a confiscation of his business by 
threatening creditors, but also to the creditor who, 
having a claim against a distressed customer, would 
like to help the customer readjust his affairs so as 
ultimately to save both the claim and the customer for 
future business relations. Various forms of agreements 
are presented in detail and advice is given on handling 
the human problems involved in financial readjustments. 


The Geography of World Air Transport, by J. P. Van 
Zandt. Washington: Brookings Institution, 1944. Pp. 
Vili, 67. $1.00. 

This is the first in a series of special investigations 
undertaken unde: Brookings’ program of economic re- 
search in aviation, a program adopted because “In re- 
ducing the globe to manageable size [aviation] has made 
world conquest by a potential dictator technically pos- 
sible and successful rebellion difficult. Thus we shall be 
dominated by the threat of aviation in the postwar 
world, unless some way can be found to direct its future 
employment and evolution towards socially beneficial 
ends.” 

This volume reviews some of the basic facts which will 
determine international policies in the aviation field. 
Prevailing misconceptions about trans-polar routes are 
analyzed; it is predicted that few, if any, major air 
routes of the future will go as far north as the Arctic 
Circle. Also discussed is the illusion that air lanes will 
not vary greatly from the old sea lanes and that over- 
water routes have the greatest population density. 
Many interesting illustrations, charts, and tables are 
presented. 


Industrial Life Insurance in the United States, by 
Malvin E. Davis. New York: McGraw-Hill, 1944. 
Pp. xii, 399. $2.75. 

More than fifty million people in the U. S., chiefly 
of wage-earning families, are enrolled as industrial 
insurance policyholders and own about twenty-five 
billion dollars worth of such insurance. This volume 
explains the functioning of industrial life insurance, 
analyzes the needs it is intended to serve, describes how 
it serves them, discusses the costs, and sets forth the 
current practices of major companies. 

The main body of the book is characterized by simple, 
non-technical language, the more detailed and technical 
aspects of the subject being wisely relegated to twenty- 
three appendices at the back of the book. 
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Japan, An Economic and Financial Appraisal, by H. G. 
Moulton. Washington: Brookings Institution, 1944. 
Pp. xii, 495. $4.00. 

This reprint edition (the original edition of 1931 hav- 
ing been out of print for several years) is in response to 
a considerable interest in having the results of this com- 
prehensive record of Japan’s economic history and 
position prior to 1931 continuously available. 

Parts I and II present a systematic and authoritative 
statistical record of Japan’s economic evolution up to 
1931 when she embarked upon the military adventures 
which finally led to her participation in the present 
world war. Part III analyzes and interprets the economic 
and social results which accompanied the introduction 
of Western civilization into Japan and Part IV discusses 
the problems and policies at the beginning of the pre- 
war decade. 


The Liquidation of War Production, by A. D. H. Kaplan. 
New York: McGraw-Hill, 1944. Pp. xv, 133. $1.50. 
This second in the series of research studies on the 

effects of various national policies on production and 
employment sponsored by the Committee for Eco- 
nomic Development treats the probiems which will face 
government and business with regard to the cancellation 
of war contracts and the disposal of government- 
owned plants and surpluses. 

The author presents forty-one specific points in a 
program to solve these problems in such a way as to 
“put productive enterprise in a physical and financial 
position to re-tool, to replenish its stock, to open up new 
lines in commodities and services, and thereby to re- 
employ labor at wages that will sustain the nation’s 
purchasing power.” 


Monetary Theory. A Modern Treatment of the Essen- 
tials of Money and Banking, by George N. Halm. 
Philadelphia: Blakiston Company, 1942. Pp. xi, 347. 
This volume summarizes the present state of the 

debate in monetary theory, as the author sees it, after 
the recent efforts in integrating monetary and general 
economic theory. Mr. Halm complements existing in- 
stitutional and historical treatments of money and bank- 
ing systems by a more detailed theoretical analysis; 
major emphasis is placed upon theoretical problems 
rather than on the presentation of factual data. 


Postwar Monetary Plans, and Other Essays, by John H. 
Williams. New York: Knopf, 1944. Pp. xxxii, 297, 
Vili. $2.50. 

The volume is composed of the author’s recent papers 
on the Keynes and White plans, an analysis of the Joint 
Statement issued by the American and British Treas- 
uries as a basis for the Monetary Conference at Bretton 
Woods, and earlier papers on the international and 
domestic aspects of the problem of economic stability 
at high production and employment. 

Dr. Williams questions the wisdom of adopting at this 
time a formal plan for an international stabilization 
fund, embracing all countries and with an international 
governing body, and presents as an alternative a “key 
countries” approach. 


Postwar Monetary Standards, a symposium. New York: 
The Monetary Standards Inquiry, 1944. Pp. 236. $.50, 
paper. 

The collected papers of eleven economists and mone- 
tary experts, originally published separately in pam- 
phlets, bringing out the views of different schools of 
thought on postwar monetary policy, particularly with 
regard to currency stabilization, managed currency and 
the roles of gold and silver. 

“Enduringly stable—not artificially stabilized—cur- 
rencies are a reflection of stable underlying economic 
and political conditions. An artificially stabilized cur- 
rency does not of itself produce economic stability. . . . 
If world currency stabilization is to be attempted at all 
it should be undertaken by international understanding 
and agreement, and then on not too ambitious a scale.” 


Postwar Planning in the United States, An Organization 
Directory, 3. New York: Twentieth Century Fund, 
1944. Pp. xvii, 134. $1.00, paper. 

The third in a series of directories (a complete revision 
of previous editions based on a fresh survey) being pub- 
lished by the Twentieth Century Fund giving brief 
descriptions of organizations engaged in research or 
education of general interest in the field of postwar 
problems. Included are 197 organizations, of which 39 
are governmental and 158 are private agencies, repre- 
senting eleven major areas of interest. 


Readings in Business Cycle Theory, selected by a com- 
mittee of the American Economic Association. Phila- 
delphia: Blakiston Company, 1944. Pp. xvi, 494. 
$3.75. 

Twenty-one papers by a score of distinguished econ- 
omists on the various aspects of business cycle theory: 
saving, investment and national income; the multiplier, 
acceleration principle, and government spending; mone- 
tary theory of the business cycle; the underconsumption 
theory and secular stagnation thesis; special commodity 
cycles. The material is representative of the doctrines 
of all scholars in the field and acquaints the reader with 
the contentious issues and the sometimes violent dif- 
ferences in economic and social philosophy of the leading 
students of the subject. 


Readings in the Social Control of Industry, selected by a 
committee of the American Economic Association. 
Philadelphia: Blakiston Company, 1942. Pp. viii, 494. 
$2.75. 

A series of fifteen papers by thirteen scholars present- 
ing clear and authoritative statements of rival views on 
the proper role of market competition and public regula- 
tion in industry. The volume confines attention to the 
more general problems of public policy toward industrial 
organization and control, excluding the special fields 
associated with the term “public utility” as well as the 
subject of industrial price and production policies (to be 
dealt with in a companion volume). 


A Survey of Literature on Postwar Reconstruction, by 
Adolph Sturmthal. New York: New York University, 
1943. Pp. 100. $1.00, paper. 
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In the literature surveyed the main ideas common to 
most writers are: “full employment, social security, and 
minimum standards of living for the American citizen. 
Agreement on these three main objectives is overwhelm- 
ing. This does not imply that there is a similar agree- 
ment on the methods to be applied to reach these ob- 
jectives. ... To a large extent such differences as exist 
are related to different views on the basic social concepts 
of freedom and the duties of society.” 

The monograph introduces one hundred and five 
quotations or excerpts from the literature on postwar 
reconstruction. The selection of authors or sources seems 
to exhibit heavy bias in the directionof “liberal” thought. 


World Economic Development, Effects on Advanced In- 
dustrial Countries, by Eugene Staley. Montreal: 
International Labour Office, 1944. Pp. v, 218. $1.25, 
paper. 


“It is evident that development of industry in coun- 
tries which have not .hitherto been industrial will be 
actively sought and will be a most important feature of 
the economic situation in the near future.” This raises 
such questions as: “If we help to raise living standards 
elsewhere, will that not lower our own living standards? 
If low-wage countries industrialize, what about the 
competition from the low-paid workers who will now be 
equipped with machines? If every country industrializes, 
then where shall we trade?” 

The author’s thesis is that “economic development of 
new areas brings both opportunities and dangers to 
existing industrial areas, but that it is definitely possible, 
by policies of mutual co-operation and intelligent adap- 
tation, to make the advantages far outweigh the dis- 
advantages.” 











A.M.A. Notes 


ROSS M. CUNNINGHAM 
Editor 








Election of 1945 Officers and Directors 


The Tellers Committee reported on No- 
vember 18 through its Chairman Dexter C. 
Whittinghill, Hood Rubber Company, that 
the following officers and directors of the 
American Marketing Association had been 
elected for the year 1945: 


President—Donald M. Hobart, The Curtis Publishing 
Company, Philadelphia 

First Vice-President—Reavis Cox, University of Penn- 
sylvania 

Second Vice-President—Lyman L. Hill, Servel, Inc., 
Evansville, Indiana 

Treasurer—Arthur P. Hirose, Newsweek, New York 

Secretary—Ross M. Cunningham, Massachusetts Insti- 
tute of Technology 


Directors Elected for 1945-46 


Ralph R. Butler, Kendall Mills, Walpole, Massachu- 
setts 

David E. Faville, School of Business, Stanford Uni- 
versity 

Arthur Hurd, J. Walter Thompson Company, New 
York 


Directors Continuing Through 1945 


Robert T. Browne, Pillsbury Mills Inc., Minneapolis 

Clyde W. Phelps, University of Chattanooga 

Charles H. Sandage, Institute of Transit Advertising, 
Chicago 


Immediate Past President-Director 


Howard Whipple Green, Cleveland Real Property 
Inventory, Cleveland, Ohio 


Editor-in-Chief of JOURNAL OF MARKETING 
Charles F. Phillips, Bates College 


The Tellers Committee was composed of 
Dexter C, Whittinghill, Hood Rubber Com- 
pany, Chairman; Allen Shepard, The Wil- 
liam Carter Company; Robert Singer, New 
England Confectionary Company; Adolph 
Ullman, Northeastern Distributors, Inc.; 
Shepherd M. Crain, Winthrop Chemical 
Company, Inc. 
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Distribution of Material to A.M.A. 
Membership 


The Teaching Materials Committee, under 
the chairmanship of E. D. McGarry of 
Buffalo University, has been very active in 
locating studies of interest to our member- 
ship and in arranging for them to be dis- 
tributed without charge to the Association. 
A number of such studies have already been 
mailed out and plans of the Committee call 
for many more. 

In some scattered instances the supply of a 
particular study is not sufficient to permit 
mailing to the entire membership. The Com- 
mittee exercises its best judgment in select- 
ing those classes of membership to which the 
study would have the greatest appeal. 


CHAPTERS IN ACTION 
Chicago Chapter 


Officers, 1944-45: President, Joseph J. 
Martin, Henri, Hurst and McDonald, Inc.; 
First Vice-President, George H. Brown, Uni- 
versity of Chicago; Second Vice-President, 
William C. Eldridge, Booz, Allen and Hamil- 
ton; Secretary, Stanley Womer, Industrial 
Surveys Company; Treasurer, William R. 
Keir, Libby McNeill and Libby; Directors: 
Sidney R. Bernstein, Advertising Age; C. C. 
Chapelle, C. C. Chapelle Company; Robert 
F. Elrick, Quaker Oats Company; John H. 
Fries, Kraft Cheese Company; Jack C. Grif- 
fin, Wilson and Company; C. T. Heusink- 
veld, Armour and Company; Parker Holmes, 
A. C. Nielsen Company; Henry C. Porter, 
Standard Oil Company; Sidney F. Town- 
send, Business Research Corporation. 


Activities 


In October, Chapter membership totaled 
115 as compared with s0 a year ago. Chapter 
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officers state that they expect to double the 
membership during the current season. 

The educational work of the Chapter is 
headed by C. C. Chapelle who has conducted 
annually a training course for marketing re- 
search personnel at Northwestern Univer- 
sity’s McClintock Campus. During the last 
season there were approximately 150 in this 
class. 

A new committee headed by Robert F. 
Elrick has organized luncheon discussion 
groups. These discussions are attended by 
members only. C. T. Heusinkveld heads the 
Placement Committee and this Committee 
has proved very helpful in obtaining re- 
search and marketing personnel. The Proj- 
ects Committee headed by S. R. Bernstein 
gathers studies and research material for 
monthly display at Chapter meetings. 

An activity of outstanding importance 
during the fall was the sponsorship of the 
A.M.A. fall meeting at the Edgewater Beach 
Hotel on November 30 and December 1. 
Although the copy deadline prevented a 
complete account of this meeting, it may be 
said that it was most successful; over 500 
marketers registered. 


Meetings 

Charles H. Sandage, Director of Research 
at the Institute of Transit Advertising, was 
the speaker at the first meeting of the fall 
season. He presented an analysis of radio 
advertising by retail outlets. 


New England Chapter 


Officers, 1944-45: President, Gerald B. 
Tallman, Massachusetts Institute of Tech- 
nology; Vice-President, Wilfred E. Booth, 
The Foxboro Co.; Secretary, George G. 
Phair, W. F. Schrafft & Sons, Corp.; 
Treasurer, Harold P. Smith, U. S. Dept. of 
Commerce. Directors: Ralph R. Butler, Ken- 
dall Mills; Daniel Bloomfield, Mgr. Retail 
Board of Trade; George E. Bruce, Recording 
& Statistical Corp.; H. Gordon Scowcroft, 
Lever Bros. Co.; Allen W. Rucker, Eddy- 
Rucker-Nichols Co. 


Activities 


Luncheon discussion groups have con- 
tinued throughout the summer with very 


satisfactory attendance. On August 3, Mr. 
Ogden Williams, New England Manager of 
Ward-Stillson Company, Anderson, Indiana, 
described his company’s novel direct-to- 
consumer method of distribution and ex- 
plained the nature of the arrangement his 
company has with its part-time sales repre- 
sentatives. 

Mr. Bernard Gould of Gillette Safety 
Razor Company presented on August 17 an 
exposition of the Gillette Company’s re- 
search activities complete with charts and 
detailed description of field work in test 
cities and in retail outlets. 

On Thursday September 14, Mr. H. 
Gordon Scowcroft of Lever Bros. Co. spoke 
on the “Matched Sample Technique for 
Measuring Sales Effectiveness of Promo- 
tional Activity.” 

Mr. Scowcroft described how his company 
went about finding the answer to the ques- 
tion: “Should we split one minute spot radio 
broadcasts into two one-half minute spots?” 

Mr. George Sprague, Sales Manager of 
Dry Goods and Nursery Products Division 
of Kendall Mills, and Mr. Ralph Butler, 
Director of Research of the same company, 
described on October 11 the methods used to 
measure consumer acceptance of “Curity” 
and other products by the use of a panel of 
mothers and point-of-sale interviews. 


Meetings 


The first meeting of the 1944-45 season 
was held on Tuesday September 19. Mr. 
Allen B. Sikes, Eastern Manager of the 
Bureau of Advertising American Newspaper 
Publishers Association, described the “Con- 
tinuous Study of Newspaper Reading.” Mr. 
Sikes explained the purpose of the study and 
the survey methods used to obtain the basic 
data. Two slide machines were utilized to 
present simultaneously effective and not-so- 
effective ads. 

A record number of members and guests 
attended the regular October meeting of the 
Chapter, which was addressed by Dr. Virgil 
D. Reed, formerly Acting Director of the 
Bureau of the Census and now with J. 
Walter Thompson Company. Dr. Reed 
took for his subject “Reconversion in Mar- 





310 


THE JOURNAL OF MARKETING 





kets and The Tools You Will Need.” 
Among the guests present were, Donald L. 
Hobart of the Curtis Publishing Co., Wil- 
ford L. White and Howard McClure of the 
Department of Commerce, who were in Bos- 
ton for the Boston Conference on Distribu- 
tion. 


Northeastern Ohio Chapter 


Officers, 1844-45: President, Forrest H. 
Ramage, Republic Steel Corporation; Vice- 
President, Robert F. Blair, The Iron Age; 
Secretary, John C. Maddox, Fuller and Smith 
and Ross; Treasurer, Kenyon Stevenson, The 
Griswold-Eshleman Company. Directors: 
Heber E. Allen, The Dobeckmun Company; 
Ralph W. Baker, Republic Steel Corpora- 
tion; W. W. Leigh, Busbey and Leigh, 
Akron; John Wieland, Standard Oil Com- 
pany of Ohio. 

Activities 

An analysis of last season’s membership 
list reveals that the total of 109 members 
was divided as follows: Advertising, 25% 
Sales Management, 24%; Market Research, 
21%; Publications, 16%; Educational, 2%; 
Miscellaneous, 12%. Average attendance at 
last year’s meetings was 90. 

One of the currént activities of interest to 
members is the distribution to the entire 
mailing list of printed copies of the talks 
made at the Chapter’s last meeting. These 
are enclosed with the announcements of the 
ensuing meetings. It is planned that other 
material relating to marketing problems will 
be distributed to the membership from time 
to time in the future. 

Three special committees are charged with 
responsibility for development of various 
types of material for the use of the member- 
ship pertaining to (1) Market Research, (2) 
Sales Management and Distribution, and 
(3) Economics. They also act in an advisory 
capacity to the chairman of the Program 
Committee in balancing the programs accord- 
ing to subject matter throughout the year. 


Meetings 


At the May meeting (final for last season) 
Mr. Archibald Crossley, President of Cross- 


ley, Inc., talked to a record breaking attend- 
ance of 125 on “Radio’s Sales Responsibil- 
ity.” Much of the attendance was from the 
broadcasting interests in the Northeastern 
Ohio area. 

At the first meeting of the current season 
in September, Mr. Arthur Hirose, Director 
of Market Research and Promotion, News- 
week, gave the Chapter members a challenge 
in pointing out the practical usefulness of 
market research in many of the expected 
problems of reconversion. Attendance for 
the meeting was 67. 

Mr. E. G. Fleming, Technical Director of 
the Klein Institute, New York, was the 
speaker for the October Meeting on the sub- 
ject: “Practical Uses of Aptitude Testing in 
Selling.” 


Northern New Fersey Chapter 


Officers, 1944-45: President, Franklin 
Fader, National Oil Products Company, 
Harrison; Vice-President, R. Deane Free- 
man, Rubberset Company, Newark; Secre- 
tary, Elsa Zumpe, National Oil Products 
Company, Harrison; Treasurer, Dr. M. R. 
Neifeld, Beneficial Management Corp., New- 
ark. 


Meetings 


On July 31, Everett R. Smith, Director of 
Research, Macfadden Publications, ad- 
dressed the Chapter. “The Significance of 
Our Changing Markets” was his subject and 
he presented some very interesting new mate- 
rial on income and population changes. A 
forum discussion followed. 

“Intramural Sales Promotion” was the 
subject at the first fall meeting, September 
25. Lyman L. Hill, Director of Sales Re- 
search, Servel, Inc., gave the inside story of 
the way in which Servel is laying a solid 
foundation within its own organization on 
which to build its post-war business, and il- 
lustrated his presentation with a sound-slide 
film. 

“The Engineering Approach to Lower 
Distribution Costs” was the subject at the 
October 30 meeting. G. Guy Jeter, for many 
years associated with General Electric and 
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now a member of the Forward Planning Di- 
vision of Federal Telephone and Radio Cor- 
poration, told how General Electric reduced 
its distribution costs by analyzing a block of 
its $200,000,000 annual business. 


Philadelphia Chapter 


Officers, 1944-45: President, Donald M. 
Hobart, Curtis Publishing Company; Vice- 
Presidents, Lawrence C. Lockley, E. I. du 
Pont de Nemours and Co., Inc.; Roland 
G. E. Ullman, The Roland G. E. Ullman 
Organization; Secretary, William F. Buehl, 
McGraw-Hill Publishing Co., Inc.; Treas- 
urer, Irving W. Wilder, Henry Disston and 
Sons, Inc. Directors: Wroe Alderson, Wroe 
Alderson Associates; Harold P. Alspaugh, 
R.C.A. Manufacturing Co., Inc.; Casilda V. 
Atkinson, Farm Journal, Inc.; Walter A. 
Fox, Fox and MacKenzie; William B. Rick- 
etts, N. W. Ayer and Son, Inc.; James H. 
Robins, American Pulley. Company; C. H. 
H. Weikel, Bethlehem Steel Company; John 
R. Whitaker, American Stores Company. 


Meetings 


Problems to be encountered in the recon- 
version of distribution to a peacetime econ- 
omy and the channels and tools to be used in 
meeting these problems was the theme of the 
first fall meeting of the Philadelphia Chapter, 
held at the Poor Richard Club. About 80 
members and guests attended a panel dis- 
cussion conducted by four authorities in the 
field of distribution. The participating mem- 
bers of the panel were John McFarran, 
Editor of American Druggist Magazine; Dr. 
E. H. Gault, American Retail Federation; 
W. H. Meserole, U. S. Department of Com- 
merce; and Dawson Spurrier, Advertising 
Executive. 

Speaking for the small retailer, Mr. Mc- 
Farran contended that independent stores 
are vital cogs in the American System of dis- 
tribution and are not a thing of the past. He 
believes they can compete successfully with 
chain organizations if properly managed and 
predicted that, as a class, the small retailers 
would get stronger in the postwar period. A 


different slant was taken by Dr. Gault, who 
stressed the fact that large retail organiza- 
tions will be confronted with the difficult 
problem of holding costs down in the face of 
higher wages, lower sales productivity and 
increased service to customers. Inventory 
conversion, he stated, would probably not 
be a difficult problem. 

In the wholesaling field there are definite 
trends toward the standardization and sim- 
plification of merchandising handling meth- 
ods and machinery, according to Mr. Mese- 
role. Progress in this direction will result in 
increased efficiency and decreased costs for 
the wholesaler. Pointing out new ways to 
finance distribution, Mr. Spurrier cited the 
growth of loans based on accounts receiv- 
able, a greater use of factoring and the em- 
ployment of bonded warehouses as impor- 
tant influences in postwar distribution. 
These developments, he felt, would exert a 
definite effect on sales quotas and sales 
plans. 

Donald M. Hobart, Manager of the Re- 
search Department of The Curtis Publishing 
Company, presided and outlined plans for a 
program of the Association to give greater 
professional recognition to marketing re- 
search and increase the importance of the 
Philadelphia area as a field for marketing 
research. 

“The Technology of Living” or “The In- 
dustrial Revolution Reaches the Home” was 
the subject for the October 25 meeting. Mr. 
Harold Van Doren, Van Doren, Nowland 
and Schladermundt, and Dr. Pauline Berry 
Mack, Pennsylvania State College, discussed 
the impact of scientific advance on family 
living and the household arts. 


San Francisco Chapter 


Officers, 1944-45: President, E. T. Grether, 
University of California; Vice-President, 
B. F. Lynip, Jr., C. & H. Sugar Refining 
Corp.: Secretary-Treasurer, J. R. Doxey, 
California Packing Corp. Advisory Commit- 
tee: D. E. Faville, Stanford University; H. F. 
Ormsby, California State Chamber of Com- 
merce; M. D. Sapiro, Cooperative Marketing 
Attorney; S. G. Swanberg, Botsford, Con- 
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stantine and Gardner; H. R. Wellman, 
Giannini Foundation, University of Cali- 
fornia; R. H. Willson, California Chain 


Store Association. 


Meetings 


On July 25, Mr. O. C. Hansen addressed 
the Chapter on “Proposed World Trade 
Center in San Francisco.” Mr. Hansen is 
Vice-President of the Board of Trustees of 
World Trade Center, Inc. of San Francisco 
and Managing Partner of Frazar and Han- 
sen of San Francisco. 

Mr. Rex Nicholson, Managing Director 
of Builders of the West, Inc., spoke on 


“Building the West” at the August meeting. 
Mr. Nicholson, who has always been inter- 
ested in the vast undeveloped natural re- 
sources of the West, has worked for various 
major construction companies in direct 
charge of many building jobs throughout the 
West. 

In September, Dr. H. R. Wellman, mem- 
ber of committee of the Association of Land 
Grant Colleges and Universities which is 
studying postwar problems in agriculture, 
presented an analysis of “Postwar Agricul- 
tural Price Policies.” Dr. Wellman is Direc- 
tor of Giannini Foundation of Agricultural 
Economics. 
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